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HIGHWAY REVENUE ACT OF 1959 


FRIDAY, SEPTEMBER 4, 1959 


U.S. Senate, 
COMMITTEE ON FINANCE, 
Washington, D.C. 


The committee met, pursuant to call, at 10:10 a.m., in room 2221, 
Yew Senate Office Building, Senator Harry Flood Byrd (chairman) 
presiding. — oe 

Present: Senators Byrd, Kerr, Frear, Long (Louisiana), Smathers, 
inderson, Douglas, Gore, Talmadge, McCarthy, Williams, Carlson, 
Bennett, Butler, Cotton, and Curtis. 

Also present: Hon. Hiram Fong and Hon. Oren Long, U.S. Senators 
fom Hawaii. 

Clifton W. Enfield, General Counsel, Bureau of Public Roads. 

The CHAIRMAN. The committee will come to order. 

We have for consideration title II of H.R. 8678 which I submit for 
the record. 

(The matter referred to is as follows:) 


TITLE II OF H.R. 8678 


AN ACT To amend the Federal-Aid Highway Acts of 1956 and 1958 to make certain adjustments in the 
Federal-aid highway program, and for other purposes 


MLE II—INTERNAL REVENUE CODE AND HIGHWAY TRUST FUND 
AMENDMENTS 


SiC. 21. TEMPORARY INCREASE IN MOTOR FUEL TAXES, ETC. 

(a) Gasotingr.—Section 4081 of the Internal Revenue Code of 1954 (relating 
to imposition of tax on gasoline) is amended by adding at the end thereof the 
re new subsection: 

“(e) Temporary INCREASE IN Tax.—On end after September 1, 1959, and 
before July 1, 1961, the tax imposed by this section shall be 4 cents a gallon.” 

(b) Digsen. Fue, anp Spectra Moror FUvEts. 

(1) IMposITIoN or TAX.—Section 4041 of such Code (relating to imposition 
of tax on diesel fuel and special motor fuels) is amended by adding at the 
end thereof the following new subsection: 

“() Temporary INcREASES IN Tax.—QOn and after September 1, 1959, and 
before July 1, 1961 

“(1) if (without regard to this subsection) the tax imposed by subsection 
(a) or (b) is 3 cents a gallon, the tax imposed by such subsection shall be 4 
cents a gallon, and 

“(2) if (without regard to this subsection) the tax imposed under para- 
graph (2) of subsection (a) or (b) is 1 cent a gallon, the tax imposed under such 
paragraph shall be 2 cents a gallon.” 

(2) TECHNICAL AMENDMENTS.—The second sentences of subsections (a) 
and (b) of such section 4041 are each amended by striking out “‘in lieu of 
3 cents a gallon’’. 

(ct) FLoor Stocks Tax AND REFUNDS ON GASOLINE. 

_ Cl) Tax.—Section 4226(a) of such Code (relating to floor stocks taxes) 
is amended by adding at the end thereof the followng new paragraph: 

“(5) 1959 TAX ON GASOLINE.—On gasoline subject to tax under section 4081 
Which, on September 1, 1959, is held by a dealer for sale, there is hereby 


1 
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imposed a floor stocks tax at the rate of 1 cent a gallon. The tax im 
by this paragraph shall not apply to gasoline in retail stocks held at the 
where intended to be sold at retail, nor to gasoline held for sale P 
or importer of gasoline.” 


to due date of taxes) is amended by inserting before the period at the en 
thereof the following: “‘; except that the tax imposed by paragraph (5) shal 


by & producer guch te 
(2) DATE FOR PAYMENT OF TAX.—Section 4226 (d) of such Code (relat inbutor 





be paid at sucn time after November 30, 1959, as may be prescribed by the | 90: 282 


Secretary or his delegate’’. 

(3) TECHNICAL AMENDMENT.—Section 4226(c) of such Code (relatin to 
definition of dealer, etc.) is amended by striking out “section 6412(a)(3)" 
and inserting in liew thereof “‘section 6412(a)(4)’’. 

(4) Rerunps.—Section 6412(a) of such Code (relating to floor stocks 
refunds) is amended by renumbering paragraph (3) as paragraph (4) and by 
inserting after paragraph (2) the following new paragraph: : 

““(3) GASOLINE HELD ON JULY 1, 1961.—Where before July 1, 1951, apy 
gasoline subject to the tax imposed by section 4081 has been sold by the 
producer or importer and on such date is held by a dealer and is intende 
for sale, there shall be credited or refunded (without interest) to the roducer 
or importer an amount equal to the difference between the tax paid by such 
producer or importer on his sale of the gasoline and the amount of tax made 
applicable to such gasoline on and after July 1, 1961, if claim for such credit 
or refund is filed with the Secretary or his delegate on or before Novembe 
10, 1961, based upon a request submitted to the producer or importer befor 
October 1, 1961, by the dealer who held the gasoline in respect of which the 
credit or refund is claimed, and, on or before November 10, 1961, reimburse. 
ment has been made to such dealer by such producer or importer for the 
tax reduction on such gasoline or written consent has been obtained from syth 
dealer to allowance of such credit or refund. No credit or refund shall be 
allowable under this paragraph with respect to gasoline in retail stocks held 
at the place where intended to be sold at retail, nor with respect to gasolin 
held for sale by a producer or importer of gasoline.”’ 

(d) Crepits AND REFUNDs. 

(1) TAX PAYMENTS CONSIDERED OVERPAYMENTs.——Section 6416(b}2) of 
such Code (relating to special cases in which tax payments are considered 
overpayments) is amended 

(A) by striking out ‘“‘at the rate of 3 cents a gallon” each place it 
appears in subparagraphs (H), (1), and (J) and inserting in lieu thereof 
“at the rate of 3 cents or 4 cents a gallon’’; 

(B) by striking out “1 cent for each gallon” in subparagraph (1H) and 
inserting in lieu thereof ‘“‘l cent (where tax was paid at the 3-cent rate) 
or 2 cents (where tax was paid at the 4-cent rate) for each gallon”; and 

(C) by striking out “at the rate of 1 cent a gallon;” at the end d 
subparagraphs (I) and (J) and inserting in lieu thereof the following 
“tat the rate of 1 cent a gallon where tax was paid at the 3-cent rate @ 
at the rate of 2 cents a galllon where tax was paid at the 4-cent rate;’. 

(2) GASOLINE USED FOR CERTAIN NONHIGHWAY PURPOSES OR BY LOCAL 
TRANSIT SYSTEMS.—Subsections (a) and (b)(1)(A) of section 6421 of suc 
Code (relating to gasoline used for certain nonhighway purposes or by |otal 
transit systems) are each amended by striking out ‘‘l cent for each gallon of 
gasoline so used’’ and inserting in lieu thereof ‘1 cent for each gallon of 
gasoline so used on which tax was paid at the rate of 3 cents a gallon and? 
cents for each gallon of gasoline so used on which tax was paid at the rate of | 
4 cents a gallon’’. 

(e) Coutnection or Gasouine Tax aT WHOLESALE DisvrirruToR LevsL— 

(1) TREATMENT OF WHOLESALE DISTRIBUTOR AS PRODUCER.—The first | 
sentence of section 4082(a) of the Internal Revenue Code of 1954 (relating to 
definition of “producer” for purposes of tax on gasoline) is amended to red | 
as follows: ‘As used in this subpart, the term ‘producer’ includes a refiner, 
compounder, blender, or wholesale distributor, as well as a producer.” 

(2) WHOLESALE DISTRIBUTOR DEFINED.—Section 4082 of such Code 5 | 
amended by adding at the end thereof the following new subsection: 


pres 
stru 
and 
legis 
war 
S 
con: 
on 


*‘(d) WHOLESALE Distrinvuror.—As used in subsection (a), the term ‘wholesale ws 


distributor’ includes any person who— 
(1) sells gasoline to producers, to retailers, or to users who purchase it 
bulk quantities for delivery into bulk storage tanks, and 


ea 








HIGHWAY REVENUE ACT OF 1959 3 


Mposed “(2\ is registered and bonded with respect to the tax imposed by section 
a 4081. ; 

rOducer term does not include any person who (excluding the term ‘wholesale dis- 
yibutor’ from subsection (a)) is a producer or importer.” 


velati (3) ErrecTIVE DATE.—The amendments made by paragraphs (1) and (2) 
y end shall take effect on January 1, 1960. 
8 
SFERS TO HIGHWAY TRUST FUND. 
by the gBC. 202. TRAN 


(a) TRANSFER. Section 209(c) of the Highway Revenue Act of 1956 (relating 
ting t transfer to Highway Trust Fund of amounts equivalent to certain taxes) is 
(a)(3)" gmended by renumbering paragraphs (2) and (3) as paragraphs (3) and (4), 
nspectively, and by inserting after paragraph (1) the following new paragraph: 
‘ 


stocks ‘(2) Excise TAX ON AUTOMOBILES, PARTS AND ACCESSORIES, ETC.—There 
and by is hereby appropriated to the Trust Fund, out of money in the Treasury not 
. otherwise appropriated, amounts equivalent to that portion of the taxes re- 
1, any ceived in the Treasury after June 30, 1961, and before July 1, 1964, under 
by the subsection (a)(2) (tax on passenger automobiles, ete.) and (b) (tax on parts 
tended and accessories) of section 4061 of the Internal Revenue Code of 1954 which 
oduoe is equal to the amount which would have been so received if the tax rate 
Y such under each such subsection had been 5 pereent in lieu of the applicable 
K made rate.” 
\credt | (b) CoNroRMING AMENDMENTS. 
vember (1) CLERICAL AMENDMENT.—Paragraph (4) (as renumbered by subsection 
hevon (a)) of such section 209(c) is amended by striking out ‘“‘paragraphs (1) and 
ich the (2)” each place it appears and inserting in lieu thereof “paragraphs (1), (2), 
Lburse- and (3)’’. 
for the (2) FLoor sTrocks REFUNDS.—Section 209(f) of the Highway Revenue 
mM such Act of 1956 (relating to expenditures from Highway Trust Fund) is 
rall be | = amended—. 
8 held (A) by striking out the heading to paragraph (4) and inserting in 
asoline lieu thereof the following: 


“(4) 1972 FLOOR STOCKS REFUNDS.—’’; and 
(B) by adding at the end thereof the following new paragraph: 


(2) of “(5) 1961 FLOOR STOCKS REFUNDS ON GASOLINE.——The Secretary of the 

sidered Treasury shall pay from time to time from the Trust Fund into the general 
fund of the Treasury amounts equivalent to the floor stocks refunds made 

lace it before July 1, 1962, under section 6412(a) (3).” 

hereof 


The Cuarrman. Mr. Bertram Tallamy, Federal Highway Adminis- 
tani} tator, Bureau of Public Roads, Department of Commerce, will be 
trate) | the first witness. 

dg} oumay proceed, sir. 


atea| STATEMENT OF BERTRAM D. TALLAMY, FEDERAL HIGHWAY 
ate. ADMINISTRATOR, BUREAU OF PUBLIC ROADS, DEPARTMENT 
such | OF COMMERCE 


lonof} Mr. Tantamy. Mr. Chairman, and gentlemen of the committee, in 


on | your consideration of H.R. 8678, I thought it might be helpful to 
ateot | Present briefly the current status of the Federal-aid highway con- 


| struction program, then its relationship to the highway trust fund 
sL— | and the possible rate of advancement of construction under existing 
i | legislation; followed by a review of the program which could go for- 
| ; ‘ program which could go for 
read | Ward under the pending legislation. 
fine, | Since July 1, 1956, 90,500 miles of highways have been advanced to 
ie i | enstruction contracts. This total includes 82,000 miles of highways 
| ® the so-called ABC systems, and 8,500 miles on the Interstate 
fesae | System. 
The total cost of this work, including engineering and right-of-way 
ee en, is $12.4 billion, of which $8.7 billion represents the Fed- 


| share. 





HIGHWAY REVENUE ACT OF 1959 





During this same 3-year period, 80,900 project miles have be 
pleted, including 4,200 miles on the Interstate System. 

The 1956 act contemplated the award of contracts at a rate the 
trust fund could liquidate without creating a deficit. The 1958 go 
however, directed that the program be advanced at a faster rate 
during the fiscal years 1959 and 1960 than the fund could Support 
with present revenues. 

This act, being in part an antirecession measure, directed q 
portionments for fiscal years 1959 and 1960 which totaled $1.6 billion 
more than the trust fund could liquidate. Consequently, under 
present legislation, a $500 million deficit would develop in the trys, 
fund in the fiscal year 1960, accumulating to $1 billion in fiscal 199) 
even though no apportionment is made for the advancement of the 
Interstate System this year for fiscal 1961 and only a maximum of 
$500 million next vear for fiscal 1962. 

As a result of that situation, if no action should be taken by the 
Congress this year to supplement the trust fund revenue, it will be 
necessary to halt all further contracts for both ABC and interstate 
highway construction for a period of about 9 months. And even go, 
there still would be a deficit of $150 million at the end of fiscal year 
1960. . 

In contrast to such a drastic cutback in the program, H.R. 8678 
would permit continuing advancement of both ABC and interstate 
highway construction in an orderly manner but with some reduction 
for the Interstate System compared to the prior fiscal year. 

The bill would supplement the trust fund by providing a temporary 
increase in the Federal motor fuel tax at 1 percent. per gallon effective 
September 1, 1959, through June 30, 1961. It also provides fora 
transfer to the highway trust fund of half the receipts from the 10 
percent excise tax on passenger cars and five-eights of the 8 percent 
‘tax on parts and accessories both effective July 1, 1961, and continu. 
ing through June 30, 1964. Of course, the September 1 date for 
enactment of the motor-fuel tax would have to be altered to a little 
later date. 

Under H.R. 8678 an apportionment of $1.8 billion could be made 
this year for fiscal 1961, and $2 billion could be apportioned next year 
for fiscal 1962 for the Interstate Highway System. Also, $925 million 
could be apportioned this year for the ABC system for fiscal 1961, 
and a similar amount next year for the fiscal year 1962 if authorized. 

It should be pointed out, however, that it will be necessary for the 
Bureau of Public Roads to exercise control of obligations so that con- 
tracts in the current fiscal year and for fiscal 1961 do not exceed the 
amounts apportioned in those years for both programs. 

To summarize, H.R. 8678 would permit the advancement of the 
ABC program at the authorized rate and allow construction to pro 
ceed on the Interstate System at a substantial though reduced rate 
until calendar year 1961 when Congress will have the opportunity to 
consider a long-range financing program for completion of the system. 
At that time a new estimate of cost will be presented to the Congress 
based upon the preceding 4 years of actual construction cost experience 
and with much advance detail planning. 

Also, there will be presented a fundamental report on direct user 
and indirect highway benefits based upon 4 years of intense study of 
these subjects and the results of an extremely important test road 


el com. 
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‘oct now being conducted by the joint efforts of the Federal Govern- 


i COm. | pro ; ; : 
™ at, the States, and private industry. 
¢ the | These reports should be of enormous assistance to the Congress in 


8 act wnsidering at that time the legislation regarding the rate of completion 
‘rate | athe Interstate System and continuation of the ABC program. 
pport Mr. Chairman, that is the end of my direct statement. 

The CHarrMAN. The Chair desires to welcome to the committee 
1 ap. | this morning the attendance of the two Senators from Hawaii, 


illion | Senator Fong and Senator Long. ; 

inde | Mr. Tallamy, to what extent is the situation now confronting us 

trust i} due to the existence of the a " 

196) | Mr. Tacuamy. The entire deficit with which we are confronted now 

f the | md the need for halting contracts unless action is taken at this ses- 

m of | sion of Congress results from the fact that in 1958 we were directed 

to proceed with apportionments in excess of the amount of the trust 

> the | fund to liquidate them. , 

ll be The CHAIRMAN. Does that mean that you made 2 years’ apportion- 

state | ment with only 1 year’s fund? 

N 80, Mr. TALLAMY. Not exactly. 

vear | The entire State apportionment, for example, for 1959 was in- 

’ creases $200 million over the previous authorization. The apportion- 

8678 | ment for 1960 was increased $300 million over prior authorizations, and 

tate | the ABC program was increased about $400 million, and in addition 

tion | to that, there was a loan provision to the extent of $115 million, 

which provision stipulated that the Federal Government could ad- 

rary | vance to the States the $115 million loan which subsequently would 

tive | have to be repaid. 

or a Under the section 209(g), instead of making those apportionments 

» 10 | which were directed by the 1958 act, we would only have been able 

cent | toapportion $1.6 billion for fiscal 1960 rather than the directed amount 

inu- | of $2.5 billion, and these other increased amounts. 

for The CnarrMan. Had the amendment not been suspended, this 

ttle | dilemma would not confront us and there would be no occasion now 
to request 100 percent increase in the gasoline tax. 

ade Mr. Tatuamy. That is correct. 

rear Senator Gore. Mr. Chairman, I know Mr. Tallamy wants to be 

ion factual. I am sure he will want to amend that statement, because 

61, | that is not a factual statemert. 


ed. | Mr. Tanuamy. Maybe I misinterpreted the question. 

the | Senator Gore. It would be only partially true. 

om | Excuse me, Mr. Chairman. 

the The Cuarrman. My question was, and I think you have answered 


it twice, had the pay-as-vou-go amendment not been suspended, this 
the © dilemma and crisis in the road program, whatever you may call it, 
ro § would not now exist. 


ate | =Mr. Tautamy. That is correct, as I see it, Mr. Chairman. 

to The Cuarrman. And therefore, if it did not exist, there would be 
Mm. | NO reason foi the pending legislation to increase the gasoline tax by 
p88 | percent. 

we | = =6Mr. Tatuamy. That is as I understand it; that is correct. 


The Cuarrman. This is resisted all over the country, according to 
er | the mail I received. 
of | Mr. Tatuamy. I understand it that way. 


45814—59——_-2 
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The CuarrMan. Are there any other questions? 

Senator Dovetas. Mr. Chairman, are we going around in sequence? 

The CaarrMan. Senator Kerr. 

Senator Kerr. That change in the program was directed by the 
Congress and signed by the President, was it not, Mr. Tall::my? 

Mr. Tauuamy. It was. . 

Senator Kerr. And it is just as much the law of the land as the 
other provisions had been prior to that change by the Congress? 

Mr. Tauuamy. That is correct. 

The CuarrMan. Did the President approve of the suspension of 
the pay-as-you-go amendment? 

Mr. Tatiamy. The President signed the legislation. At the time 
he signed it, he pointed out that there would be a necessity this year 
to face up to the problem of securing the additional money that this 
legislation required. 

Senator Kerr. He didn’t indicate that he thought—is the Govern. 
ment in the position to pay the maturing claims for the next 6 months 
out of current funds or revenues that are coming in for completed 
contracts which have been made, authorized, and performed without 
this legislation? 

Mr. Tauiamy. No, sir. 

Senator Kerr. Does that situation prevail with reference both to 
the interstate commitments and obligations and the ABC commit- 
ments and obligations? 

Mr. Tauuamy. Yes, sir. 

Senator Krrr. Is there a provision in the law as to priority between 
the apportionments for the ABC system and the Interstate System? 

Mr. Tatuamy. Yes, Senator, there is so far as apportionments are 
concerned. But once a contractual obligation is created, then those 
contracted are all considered with equal effect. 

Senator Kerr. But what is the provision under the law with ref- 
erence to priority for the ABC system? 

Mr. Tatiamy. The provision of the law states that the apportion- 
ments for the ABC system shall be made first within the limitations, 
of course, of the ability of the trust fund to liquidate them. But they 
have the first draw on the trust fund for apportionment. 

Senator Kerr. So that actually while the present situation is one 
where there would be maturing claims, unless we provide additional 
funds or revenues in both programs, it cannot be paid unless additional 
action is taken by the Congress. It will work out so that as money 
comes in, outstanding lawful claims will be paid, but after that, and 
as of now actually, no further apportionments will be paid for the 
Interstate until the provisions of the law recognizing the priority of 
the ABC apportionments and therefore its claim on the fund has again 
been reestablished and effective. 

Mr. Tautuamy. That is correct. 

Senator Kerr. What are the authorized amounts for the ABC 
system? 

Mr. Tatuamy. At the present time the amount authorized for fiseal 
1960 is $925 million. No authorization exists for 19—I am sorry, I 
should have said for 1961. 

Senator Kerr. Yes. 

Mr. Tatuamy. And no authorization exists for 1962. 

Senator Kerr. Now, has the 1961 apportionment been made? 


| 
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i. TanLAMy. The 1961 apportionments have not been made. 

sjator Kerr. Against either fund? 

\ir, TALLAMY. Against either fund. 

cnator Kerr. What was the authorization apportionment for 1960 
‘the ABC fund? 

) vir, TALLAMY. $900 million. 

| Spator Kerr. Now, the bill before us would make an additional 
ent levy on gasoline sales effective, I believe actually in the bill, 
‘tember 1, but for all intents and purposes, what date does the bill 
ary for the transfer of the excise taxes? 

| Mr. Tatuamy. July 1, 1961, calendar year. 

| Senator Kerr. Does that mean that there would be none of the 
igeise taxes referred to in the bill transferred to the Trust Fund for 
lother 2 years from now? 

' Mr. Tattamy. That is correct. 

| Snator Kerr. So that the moneys in the fund would not be 
jwgmented under this bill in any amount except the 1 penny on gas- 
dine for the next 2 years? 

Mr. Tanuamy. That’s correct. 
| Senator Kerr. Is there a study now being made by anyone that 
‘vu know of for new sources of revenue to finance the trust fund 
nder existing law? 

Mr. Tantamy. Yes;in away. The Department of Commerce has 
‘ben conducting since 1956 and will have ready for presentation to 
the Congress in January of 1961 
| Senator Kerr. 1961? 

Mr. TALLAMy. 1961, calendar 1961, the results of an intense study 
m the direct highway user benefits, and also of the indirect benefits of 
the highway system, and this study is not only predicated upon exist- 
ag information, but is also dependent and predicated upon the results 
atest road which is now under construction and under operation in 

' Illinois, and for which the Federal Government and the State govern- 
nents and private industry are cooperating, and that test will give us 
'awealth of information to determine the direct user benefits of the 
highway system as they relate to commercial use and passenger car use. 

Senator Kerr. Is it your understanding of that directive that the 
| Commerce Department will come forward to the Congress with recom- 
mendations, with data and information as to the benefits and also 
ommendations as to what additional taxes would be the most 
equitable source of revenue for the trust fund for the future? 

Mr. Tauitamy. I can’t answer that, Senator. 

I know the law requires them to submit the factual information 
which will present the basis for consideration of the equitableness of 
various types of taxes, but it does not require 

Senator Kerr. Is the study limited to the justification for existing 
taxes or is the directive broad enough to have them bring here facts 
vith reference to other possible taxes? 

Mr. Tauuamy. It is broad enough so that the facts will be there for 
consideration of other types of taxes. 

Senator Kerr. And will your report consist only of data and de- 
tailed fact, or will conclusions be attempted to be drawn in the form 

¢ of recommendations? 

Mr. Tatuamy. I’m sure that conclusions will be drawn so far as 
the facts are concerned, but I couldn’t say, I don’t know about 
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recommendations as to further taxes. I have no further information 
on that. 

Senator Kerr. The direction for legislation is silent in that regard? 

Mr. Tautuamy. That’s correct. 

Senator Kerr. Thank you very much, Mr. Tallamy. 

Senator Byrp. The Chair will recognize Senator Butler who my 
go to the floor. Sene 

Senator Butter. I thank you, Mr. Chairman and members of th | Roads 
committee. | [nters' 

There is a live quorum call, and then they are going to immediatdy | ith t 
take up the extension of Public Law 480 and I must go to the floge | Mr 
I have been requested by the two Senators from Hawaii to bring ty pune 
the attention of Mr. Tailamy a letter that they have addressed jy }gste? 
the chairman of this committee and the members of this committe [tht 
which, Mr. Chairman, I would like to offer for the purposes of the [Syste! 


igi 
ithe F 
t Commit 
atendin 







) 


record, and then direct two questions to Mr. Tallamy. Sen 
(The letter referred to follows: ) i believ 
ip cor 

MEMORANDUM han U 

SEPTEMBER 4, 1959 B ha 

To: Chairman and members, Senate Finance Committe : \Ur 


From: Senators Hiram L. Fong and Oren EI. Long Soy 
Re the Fe leral-aid highway program and Hawaii | 
The Federal-Aid Highway Acts of 1944 and 1956 provided for the construction ; 
of a national system of highways within the continental United States limited the { 
as to total mileage. For all practical purposes, the entire authorized mileage gf | ly 
the Interstate System now has been used Since the enactment of the 1944 and | be st 


1956 acts, and since the designation of routes on the Interstate Svstem, Hawaii ayste 
has become a State. i 
Prior to Hawaii’s admission to the Union, the inequity of Hawaii's citizens that 
paying tax dollars from which no return was received by way of a highway program, M 
was recognized. Legislation was introduced in the 84th Congress which provided | Se 
for a separate defense highway system for Hawaii \ 
Later, a concrete proposal for the development of a highway system was devel past 


oped by Territorial officials and presented to a subcommittee of the House Public 
Works Committee which visited Hawaii late in 1957. Gov. William F. Quinn | 
has submitted a draft of that proposal to the Bureau of Public Roads and the x 
Departments of Interior and Defense. | men 
At the present time, the Federal Government is contributing 90 percent of the \ 
cost of constructing an Interstate System, no part of which is located in Hawaii, |” 
Federal aid to highways in Hawaii is limited to the Federal-aid primary and |" 
secondary systems, including their extensions in urban areas (ordinarily referred 
to as the ABC program). It has been estimted that the total amount of Federal 


e 


aid highway funds to be apportioned to Hawaii for the ABC program for fiseal S 
year 1961 will be $4.3 million. The difference between this amount and the h 
amounts it is estimated will be apportioned to other comparable States is revealing, the 
as shown by table C which appears on page 4 of House Report No. 1120, the report \ 
of the House Committee on Public Works which accompanies H.R. 8678. 5 

The State of Hawaii should be given the same treatment as all other States. g 
The importance of adequate highways to the economy and to the national defense c 
is no less in Hawaii than any other State. In fact, it is greater, as Hawaii is one : 
of our greatest bastions of defense. This equal treatment can be afforded in : 
either of two ways: t 

1. Amendment of the existing law to provide for the designation in Hawaii ‘ 
of routes on the National System of Interstate and Defense Highways. ( 

2. Designation of a separate system of highways for Hawaii with the Federal , 
Government contributing 90 percent of the cost of constructing the system 4s 5 ‘ 
done in the case of the Interstate System within the continental limits of the 


United States. eX] 

While the interstate program is presently facing serious financial difficulties, 
the program is well underway on a nationwide basis. It is urged that the State 
of Hawaii should join the accelerated highway construction program immediately. 
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rMation {gislation to provide at least a temporary solution to the financial difficulties 

ithe Federal-aid highway program is or soon will be before the Senate Finance 

Tegard? | (ymmittee for consideration. It is respectfully recommended that provisions 
* | tending equitable treatment to Hawaii be added to the pending legislation, 
Hiram L. Fona, U.S. Senator. 
OreEN E. Lona, U.S. Senator. 


10 must ! ; 
e Senator BurLer. Have you any plans in the Department of Public 


foads to ask for an amendmept that would bring Hawaii into the 
terstate System or to suggest that they have a system of their own 
leith the same 90-10 matching ratio? 

Mr. Tattamy. We have nothing definite at the moment, but a 
gumber of studies have been underway in connection with the highway 
ssed tg jgystem Ht Hawaii, and consideration has been given in connection 
mittee [mith that study to the defense needs of Hawaii, not the Interstate 
of the {System as such. 

Senator BurLerR. I bring this question up at this time because I 
ihdlieve this is the only time that you will appear in a public hearing 
jnconnection with this matter before the close of the session, and you 
an understand the natural desire of the two Senators from Hawaii 

1959. |iphave some information on the subject. 

Mr. Tatuamy. Yes, sir. 
| Senator BurLer. We are about to levy a tax of 1 cent a gallon that 

reli vill be paid by the people of Hawaii along with all other citizens of 
limitey | te United States, and they have no part whatever in the program. 
cage f | Lwanted the committee to be cognizant of that fact. I wanted to 
M4 and |besure that the Deparrment was giving some thought to a highway 

Hawaii | wstem separate from the Interstate System to apply to Hawaii, or 

citizens that they would be allocated mileage in the Interstate System. 

‘ogram, Mr. TALLAMY . y es, Sir. 

ovided | Senator Burter. And that is being— 

dian Mr. Tatusmy. We have conducted studies of that situation in the 

Publie | Pst Year, and no doubt they will be continued now that Hawaii is a 
Quinn | “tate. 
nd the | Senator BurLer. And the Department will make definite recom- 
tt mendations to this committee in connection with that study. 

‘awa, | MW. Tatuamy. I can’t answer that. That would have to—I 
y and | port to the Secretary of Commerce and he, of course, will have to 
ferred | determine in the light of that report as to whether he would care to 
~~ | make a recommendation or not. 

d the | Senator Butter. And that would be the proper time I assume for 
valing, | the Senators from Hawaii to further advance this subject. 

report | Mr. Tattamy. That’s correct. 

sales Senator Burier. I thank you, Mr. Chairman. 
fone Chator Byrp. Senator Frear? 
isone | Senator Frear. Might I pass? 
edin , Senator Byrp. Senator Williams? 

Senator Wittiams. No questions. 
Senator Byrp. Senator Smathers? 
deral | Senator Bennett? 

asis | Senator Douglas? 

f the | Senator Dovatas. Mr. Tallamy, what was the annual rate of 
Ities, \"penditure on the Interstate System prior to the acceleration bill 
State | Of 1958? 

itely. | 
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Mr. Tauuamy. It was a variable rate. I will give you just a Set 
few figures. In 1957, we spent $208 million. vy | If 
Senator Dovue.ias. You were just getting underway then? | why 
Mr. Tauuamy. Just getting underway, and I am speaking Of fisey | 140 
years. The 1958 fiscal year, that increased to $675 million. In fiscal 
1959 to $1,501 million. 
Senator Doveias. Would that be about the normal rate of expend 
ture that was contemplated under the 1956 act? my 
Mr. Tatuamy. Oh, no. It was still increased further than that 
In 1960—— 


“2 
= | 
~ 


Senator Dovaias. No, no, then we had the 1958 act. What I'p - 
trying to get at is at about what rate of expenditure did the 1956 art axis 
contemplate? ' . eri 

Mr. Tatiamy. Yes. Well, it would go up to about $22 billig | & 
ultimately. of c 

Senator Doucias. When? V 

Mr. Tatiamy. And it would reach there in about 1961 or 1962, | § 

Senator DouGias. $2.2 billion. Now the 1958 act speeded this up, | rece 
accelerated it, did it not, because of the recession? lity 

Mr. Tauuamy. Yes, it did. $3] 

Senator DouGias. By how much? the 

Mr. Tauiamy. By a total of $1.1 billion. \ 

— Senator Dove.as. Or 50 percent roughly. | dat 

Mr. Tauuamy. Yes. leg 

Senator Kerr. That is not annually. whi 

Mr. Tauuamy. No, the total. to § 

Senator DouvGias. What would be the annual rate of increase? S 

a Mr. Tauuamy. It increased the rate for fiscal 1959 authorization br \ 
$200 million, and it increased the rate over what the section 209%] the 
would permit for fiscal 1960 by $900 million. act 

Senator DovuGtas. Then that is roughly a 40 percent increase in th) S 
rate of expenditure or authorization? | off, 

Mr. Tauuamy. Yes, in that one year. | spe 

Senator Dove.ias. They may not be synonymous of course. tha 

Now may I ask this question. Was the system financially in|  } 
balance prior to 1958? Would it have been financially in bolas dir 

Mr. Tauuamy. It would have had to have been financially 
balance. | rat 

Senator Dovatas. I understand, but I mean would your receips | 
have been sufficient to meet the $2.2 billion of expenditures? the 

Mr. Tatuamy. No, sir. We would have had to cut down th  e¢ 
amount of apportionments that we made to the States. un 


Senator Doveias. What was the annual rate of receipts underth | 
taxes levied in the 1956 act? 

Mr. Tatuiamy. About $2 billion a year. co 

Senator Dovatas. So that the surpluses which you had accumr | ty 
lated in the earlier years would have carried you for some years ove of 
into the future and you would have had an approximate balanee 

Mr. Tauuamy. Exactly. re 

Senator Dovatas. But then this $900 million increase or 40 pe) oy 
cent increase has thrown you out of balance? 

Mr. Tauuamy. That’s right. 

Senator Dovatas. Or will throw you out of balance? be 

Mr. Tauuamy. That’s right. 
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Senator Douaias. Now this is the problem that puzzles me. 

If the previous receipts financed roughly 100 percent of the program, 
why is it that when you increase your rate of expenditures only to 
140 percent that you say that continuation of the present system will, 
yson page 2 I think you say—it will be necessary to halt all further 
ntracts for both ABC and interstate highway construction for a 

riod of about 9 months. I can see how you would taper off, but I 
ave been puzzled by this claim that it means complete cessation. 

Mr. Tattamy. The reason for it is that the expenditures which 
esult from contracts entered into last year and in previous years are 
ming due this year, at such a rate that the balance that presently 
exists In the trust fund will be used up, and that a deficit will result 
during the course of the year. 

Senator Douc.as. Is this caused by the fact that the mileage cost 
of construction is greater than you originally believed it to be? 

Mr. TALLAMyY. No, sir; it has no relation. 

Senator Dovucias. What I can’t understand is how, if you had 
receipts say equivalent to a ratio of expenditure of $2.2 billion, then 
if you increase them to $3.1 billion that you have to stop the whole 
$3.1 billion. Why can’t you stop the $900 million but continue with 
the previous base of $2.2 billion? 


Mr. Tatuamy. [| think possibly I shou'd bring out, in order to 
darify your problem, that under the existing legislation, the 1956 
legislation, We would not have been able LO a port! yt) the $2.2 billion 


which was authorized for fiscal 1960. We could only have been able 
foapportion $1.6 billion without overdrawing the trust fund. 

Senator DouGuias. Why is that? 

Mr. Tatuamy. Because the trust fund would not have supported 
the full authorized amount of $2.2 billion, not authorized by the 1956 
act. 

Senator DouGc.ias. Then instead of cutting everything complet: lv 
off, why couldn’t you go from $3.1 billion to $1.6 billion and go at half 
speed, which incidentally would be 80 percent roughly of the speed 
that you contemplated prior to the recession? 

Mr. TaLtamy. Senator, we could have done that, but the 1958 act 
directed us to apportion the full amount authorized. 

Senator Dovetas. Can’t you direct the States to cut down on their 
tates of expenditure? 

Mr. Tattamy. Well, I could have then, but I can’t now because 
they have already entered into these contracts. There are actual 
contracts with contractors, and the resulting construction is being 
underteken, and the States are building and will be building. 

Senator DouGias. That is a very rea! problem there. 

[have always believed in a period of recession one should accelerate 
construction of public works, and highways and housing I think are 
two of the best ways of doing this. But I also believe that in a period 
of prosperity that one should dampen down the rate of expenditure. 

Why are we committed to an accelerated program designed for 
recession when those conditions no longer exist? Has this program got 
out of hand, so to speak? 

Mr. Tattamy. No, no. 

Senator Doveias. Are we running downhill with a loaded sled 
behind us and we can’t stop without being knocked down? 
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Mr. Tauuamy. I don’t think so, Senator. Let’s look at it this way 
We were in what appeared to be a developing recession in 1958, and the 
Congress passed legislation telling us, for instance, to put $400 million 
worth of highway work under the contract, to do so by December lof 
that year. 

Senator Dovetas. And the administration approved that? 

Mr. Tatuamy. Yes, and we did it. Now those contracts. Sir, are 
finishing and we have to pay them. Now if the recession had extende 
into this year, it would have been in conformance with the expendit 

Senator Dovetas. Can you submit tables on all of these matte 

Mr. Tatuamy. Yes, sir. 

Senator Dovatas. Because it is very puzzling, very puzzling, 
Mr. Tautiamy. It is complicated. I will be very happy to, 
(The table referred to follows:) 


ure, 
rs? 


Eff cl of 1958 act on Federal-aid highway expenditures 


{Millions of dollars] 
Expenditures during fiscal year 

Total 

1957 1958 1959 1960 | 
Regular ABC program 0.7 0.8 0.9 0.8 2? 
Interstate under sec. 209(¢) per 1956 act 9 - 14 1? 49 

Subtotal 9 15 9 3 25 

1958 act increases, with suspension of sec, 209(¢ 

A BC special funds (sec. 2(a) of 1958 act 2 2 { 
ABC repayable advances (sec. 2(e) of 1958 act 1 | 
Interstate l 4 ‘ 
Subtotal, 1958 act increases 3 6 y 
Total expenditures under 1956 and 1958 acts y 1.5 2.6 3.1 &l 


Senator DovuG.ias. As to why you have got to call off these con- 
tracts unless you get further taxes. It seems to me that the prior 
taxes would enable at least a very large portion of the accelerated 
program to be carried out. 

Do you frankly think that you should carry out an accelerated pro- 
gram in a period of —I hesitate as to what to call this; it is not a reces- 
sion—in a period of relative prosperity, even though there is high 
unemployment? 

It is a curious situation. 

Mr. Tautuamy. Senator, this isn’t an accelerated program; this is 8 
cut program. 

This would be a cut program because the present authorization is 
for $2.5 billion for fiseal 1961. 

Senator DouGias. Does this mean you can speed up this program! 

Mr. Tautamy. No. 

Senator Douauas. But vou never can slow it down? 

Mr. Tatuamy. No. Aciually this legislation you are considering 
will reduce the work from the authorized—the contemplated rate 0 
$2.5 billion to $1.8 billion. This legislation actually cuts the 1938 


act from $2.5 to $1.8 billion for fiscal 1961. 
Senator Doue.ias. That would be an advantage, if any tax’ 
levied, that it should be a short-run tax. 
Mr. Tatuamy. And that is what this proposes. 


. 
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Senator DovGias. You are not insisting on a 3-year tax? 

Mr. TALLAMY. It is a 22-month tax. 

Senator Doucias. No, no; but I mean, originally, I think, you 
gked for 3 years. 

Mr. TattaAmy. The reason for it—— 

Senator Dovetas. Didn’t you originally ask for an increase of 1.5 
gats per gallon for 3 years? 

Mr. TaLuAmy. For 5 years. 

Senator Dovauas. For 5 years? 

Mr. Tatuamy. And the reason for that is that in order to make 
spportionments even for the $1.8 billion and the $2 billion for next 
year, we would have to certify that there will be enough money in the 
rust fund 3 and 4 years from now to pay the bills when they come due, 
and therefore the recommendation for a tax for that period. 

But this covers the situation by giving immediate revenue and by 
the-— 

Senator Dovetas. You are not contending now for 5 years? 

Mr. Tatuamy. No. Well, the administration’s position is that 
they would prefer that, but would hope and recognize that this bill is 
a bill which will enable us to go forward with the program, and in 
1961 the administration, I think would hope that the long-range 
financing plan would make it unnecessary to divert funds from the 
general revenue. 

Senator Doveras. So you are for continuing this accelerated pro- 
gram even in a period of financial prosperity. 

Mr. Tatuamy. I am definitely of the opinion we should continue 


| this program. 


Senator Dovatas. At the accelerated rate of 1956? 

Mr. Tattamy. No; at the rate that is established in the legislation. 
I personally think we should, because the traffic increases are terrific. 
Between now and 1975 when this system will be completed we are 
going to kill 700,000 people on our highways in the United States and 
it is getting worse every day, and we can cut that drastically by the 
development of this system. 

And some 25 million people will be injured, and we have got to recog- 
nize this situation and develop the highways. Therefore I think that 
we should proceed at the authorized rate and not look upon it as a 
pom or recession versus prosperity type of thing. 

think we ought to look at it as something that is as absolutely 
necessary for the economy and the welfare of the United States. 

Senator Doveias. How much will a one-half-cent increase yield? 

Mr. Tattamy. One-half cent? 

Senator Doveias. One-half cent. 

Mr. Tatitamy. One-half cent will help, but it will not do very much 
for continuing the program. We would have to have an actual 
halting of contracts for a period of 4 months this year. 

Senator Doveias. How much would one-half cent bring in? 

Mr. Tatuamy. Oh, in revenue? It would bring in $191 million for 
fiscal 1960 and $289 million for 1961. 

Senator Dovatas. In other words, about 1 cent would yield about 
$600 million. 

Mr. Tatiamy. Yes. 

Senator Dovaras. You already have a 3-cent tax; do you not? 


45814—59——_-8 
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Mr. Tauuamy. Yes. 

Senator Dovatas. So that is $1.8 billion, and you say e 
would be tapered down to $1.8 billion. Why aren’t you in balan 
then? ° 

Mr. Tatiamy. We mustn’t lose sight of the fact that the ABO ro. 

am, that $900 million program, also has to be paid out of this Pe 
und, and that is a big tn on it. 

Senator Dovatas. One other question. Are you satisfied with this 
90 percent—10 percent formula? 

Mr. Tatuamy. I think personally that the States are having 4 
difficult time to go ahead with their regular highway program 9 
which the Federal Government contributes nothing, and on the ABC 
program. 

Senator Douacuias. The Federal Government contributes 50 percent 

Mr. Tatiamy. Oh, yes; but the States are responsible for thousands 
of miles of highways which are not on any Federal aid system, and they 
have that 100 percent cost. ; 

Senator Douatas. I understand. 

Mr. Tauiamy. So the States are having difficulty in financing their 
own program, the 50-percent program, and to increase the interstate 
program responsibility. 

Senator Doveias. Who exercises control over the Interstate Sys. 
tem? s 

Mr. Tatutamy. We do. We will and will always have to, 

Senator Doveias. Don’t the States lay out the routes subject to 
your approval? 

Mr. Tatuamy. Yes, sir. 

Senator Douvetas. Who lets the contracts? 

Mr. Tauitamy. They do but subject to our approval. 

Senator Douaias. Did you approve the Indiana contracts? 

Mr. Tatuamy. We approved the interstate contracts. 

Senator Douauas. The right-of-way contracts? 

Mr. Tauuamy. Yes. 

Senator Douauias. Have you done that in Illinois? 

Mr. Tatuamy. Yes; we will. 

Senator Doua.as. Isn’t it pretty easy, subject only to general con- 
trol, if the States only have to put up 10 percent of the money and 
the Government puts up 90 percent, for them not to be very careful in 
the original letting of the contracts? 

Mr. Tauuamy. I don’t think so. We review very carefully the 
location of a highway. We review, before we approve these, these 
are the various steps we approve. We approve the location of the 
highway after public hearings, after presentation of detailed informa- 
tion to us by the State. Then we authorize the procedure of the 
development of detailed plans. Those detailed plans themselves are 
very carefully reviewed by our engineers. 

Then we authorize the State at their request to advertise for bids. 
Before the contract can be awarded we review all of the bids that have 
been submitted to see that the unit prices are correct and then we 
authorize the State to award the contract. Then we also inspeet the 
construction. 

Senator Dovetas. May I say I think I was one of the earliest advo- 
cates of the system of Federal aid. I remember 40 years ago, when 
I was younger than I am now, I wrote some articles on the incipient 
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gstem of Federal aid. The criticism which was then advanced against 
Dense; | the system was that if the State only put up $1 for every Federal dol- 
tlance | jar, they would not be particularly careful about expenditures. I 
thought that the 50-percent State contribution would be a stabilizing 
) pro. | force. I never dreamed we would get into a system where it would be 
oneral | to 10, and where 1 State dollar would unlock 9 Federal dollars. 
[am surprised if I may say so to find an administration which pre- 
h this | umably is commited to local responsibility defending a 90-10 system. 
It seems to me it is a top-heavy system. How would you stand on 
ing 4 | changing the formula to 70 to 30 or 2 to 1? | 
mon | Mr. Tattamy. Of course, the administration has no position, et 


ABC } least—— 
Senator DouGias. You would not oppose it? 
cent. | Mr. TaLuamy. I don’t know of any position the administration has 


sands | on that in one way or another. 
‘they | Senator Doves. Could that be done on this bill? 
Mr. Tauuamy. I think personally that it should not be done. That 
| ismy personal opinion. 
their | Senator Douaias. Could it be done on this bill? 
state | Mr. Tattamy. Could it be? 
Senator Doua.as. Yes. 
Sys- Mr. Tattamy. I don’t know. You would have to ask someone else. 
[don’t know. 
| Senator Dovaias. I don’t mean whether politically it could be done, 
ct to | but procedurally couid it be done? 
Mr. Tauuamy. I would think that a matter of that nature would 
| have to originate in the Public Works Committees. 
Senator DouGcias. Could it be done on the floor? 
Mr. Tauuamy. I don’t know. I haven’t been down here long 
enough to know. 
Senator Douacias. We might go into that question and not assume 
apurely negative attitude in advance. 
One final question, this matter of taking care of Hawaii. What 
| shout the 49th State as well as the 50th State, Alaska? 
Have you any plans to include Alaska? 
con- Mr. Tauuamy. I didn’t say that we had plans to include Hawaii in 
and | the Interstate System. I said that we were studying the whole mat- 
lin | ter, the whole Hawaii problem. 
Senator Doua.as. Is this intended as a substitute for roads, a study 
the | ss asubstitute for construction? 
hese Mr. Tatuamy. No. 
the Senator Dova.as. It is a very unsatisfactory substitute. You 
ma- | can’t drive automobiles or trucks over studies. You have to drive 
the | them over roads. 


are Mr. Tauuamy. You are right, sir, but we have to have a study be- 
fore we can decide whether we should build roads. 
ids, Senator Dovacias. Now we know of course that Alaska and Hawaii 


ave are detached States. They are not physically contiguous to other 
we | States but should this prevent their participation in the Interstate 
the | System? 

Mr. Tattamy. Alaska, Senator, their portion of the highway work 
vo- | has gone up from as I recall it somewhere around $13 million to over 
en | $30 million. 
emt | Senator Dovetas. This is Alaska? 
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Mr. Tatiamy. Yes; since it became a State. They have higy 
tremendous increase in available funds. 

Senator Dove as. I am asking you a technical question. ' Q 
Alaska and Hawaii, which are not physically contiguous to othy 
States, be included in the Interstate System? 

Mr. Tatuamy. I would not think so. 

Senator Dovevas. Or are they debarred by the very fact of nop. 
contiguity? 

Mr. Tatiamy. I would think they would be from the Intergtgy 
System as such. 

Senator Doveias. Would they have to fall back on the 50-5 
system? 

Mr. Tatuamy. That is why in answer to the question that ws 
asked of me before, I said we were studying the matter of defeng 
highways. 

Senator Dovetas. I see. Then the Federal Government woul 
bear 100 percent of the cost? 

Mr. Tautuamy. I don’t know. 

Senator Douacias. What? 

Mr. Tatuamy. I don’t know, sir. 

Senator Doveuas. Isn’t that what happens in defense highways! 
The Federal Government bears 100 percent of the cost? , 

Mr. Tauuamy. I wasn’t thinking of this in those terms. 

Senator Dovatas. No? 

Mr. Tauuamy. No, sir. 

Senator Dovatas. What terms were you thinking of it? 

Mr. Tatuamy. I was thinking of it as a different type of defense 
highway than the defense access highway that you are speaking of. 

You are speaking of the defense access highways, and on those we 
do pay 100 percent of them, but I was thinking of a highway system 
which might be necessary for combined purposes, general highway use 
and defense as well. 

Senator Dovetas. You think they are definitely outside of the 
Interstate System? 

Mr. Tauuamy. I think so. 

Senator Dovatas. They will either have to go in the 50-50 system, 
you call it the ABC system, started by Congressman Shackelford in 
1916, I think, or under defense highways. 

Mr. Tatuiamy. Under existing legislation that’s true. 

Senator Dovetas. Could you tie the Alaskan highways onto the 
Alcan Highway? 

Mr. Tatuamy. Well, the existing legislation requires a continuous 
and coordinated and integrated system, and I doubt that the inte 
pretation of that could be broad enough to include a highway i 
a foreign country like Canada or another country. 

Senator Dovetas. I grant that, but a highway to the 49th State 
which connects with the Alcan Highway which in turn connects 
with the American system of highways—— 

Mr. Tauuamy. I think it would require an adjustment in our legis 
lation. 

Senator Dovaeias. Mr. Chairman, I’m sorry to have taken # 
much time but this is a very perplexing problem. 

Senator Byrp. I would like to ask you, Mr. Tallamy, what is the 
method of allocating to both Alaska and Hawaii from those funds? 
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Mr. TatutamMy. The method of allocating money to Alaska and 
fawaii will be the same as it is for any other State now that it has 
jome @ State, and it depends upon the area, the population and 
ye road miles. 

Senator Byrp. It is only for the ABC system. 

Mr. TaLLaAMy. Yes. 

Senator Byrp. They will receive no interstate funds? 

Mr. TatuAmy. No, sir. 

Senator Byrp. I have figures you presented to the House Commit- 
e showing that in 1962 under the present legislation there will be 
m expenditure of $1,160 million. Under the House bill that is 
reduced to $897 million. In 1963 if no action is taken now by Con- 

, under present law $1,106 million will be expended and under 
the House bill $911 million would be expended. 

Mr. TaALLaAmy. Yes, sir. 

Senator Byrp. Why is that reduction under the two bills on the 
ABC system? 

Mr. Tattamy. Will you tell me what the figure was again for the 
1962 year? 

Senator Byrp. I hand you this table. 

(The table is as follows:) 


Highway trust fund expenditures, fiscal years 1957-72 


[In millions] 





























ABC program Interstate system | Total 
Fiscal year With no | With no With no 
} action by | Under action by Under action by Under 
}Congress at} H.R. 8678 |Congress at} H.R. 8678 |Congress at} H.R. 8678 
this time this time | this time 
——— | | — —_ —-- | — | — | — 
} | | 

itu. l pik. $758 | $758 $208 $208 $966 
eee... 836 | 836 675 675 1, 511 1, 511 
Sieecscecs 1, 112 | 1, 112 | 1, 501 1, 501 2, 613 2, 613 
aa ; 1, 002 | 1, 110 1, 791 2, 025 2, 793 3, 135 
SE Riiinince iow 560 | 910 1, 487 1, 755 2, 047 2, 665 
iiiecnse0 Be ‘ 1, 160 | 897 | 1, 120 | 2, 000 | 2, 280 2, 897 
i nkeon- Te 1, 106 911 1, 226 2, 000 2, 332 2, 911 
SR iiiitnanecscncscesann} 936 | 936 | 1, 456 2, 200 2, 392 3, 136 
Seay pests: 936 | 936 1, 519 | 1, 575 2, 455 2, 511 
ites sbaioal 936 | 936 | 1, 584 | 1, 600 2, 520 2, 536 
ets. ve d 935 935 1, 651 1, 650 2, 586 2, 585 
Ep irtiswsasan-sesncann) 935 | 935 | 1, 722 1, 725 2, 657 2, 660 
ll aimneanseseene | 935 935 1, 793 | 1,775 2, 728 2, 710 
Bess. -.-.-.---- 935 | 935 | 1, 864 | 1, 875 2, 799 2, 810 
Piiibchiccee-< Po 935 | 935 | 1, 938 | 1, 925 2, 873 2, 860 
SEiasesos-.~ cece 935 | 935 2, 016 2, 584 | 2, 951 3, 519 


| | 
} | | ' 





Source: Present law figures from table submitted to Ways and Means Committee by Mr. B. D. Tallamy, 
Highway Administrator, July 22, 1959; figures under House bill 1957-64 from Bureau of Public 
Roads, Sept. 2, 1959, and 1965-72 from House Report on H.R. 8678, Sept. 1, 1959. 


Senator Byrp. Senator Douglas, will you act as chairman for a few 
minutes? 

Senator Gore. Mr. Chairman, the Senate has just recessed until 
1 o'clock. 

Senator Anperson. Go right ahead, Mr. Tallamy. 

Mr. Tatuamy. Mr. Chairman, in answer to the question, the result 
of & moratorium on any contracts in fiscal 1959 results in an increase 
i expenditures in later years when you begin to pick up the author- 
ations which can be deferred in this fiscal year. 

Senator Kerr. Are there further questions? 
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Senator Curtis. Mr. Chairman. 

Senator Kerr. The Senator from Nebraska. 

Senator Curtis. Mr. Tallamy, I have a problem that isn’t covered 
in your statement, and it has to do with the treatment of individual 
States under the interstate highway program. 

Now, as I recall the original act was passed in 1956. Then in 195g 
& new act was passed accelerating the program, waiving the pay-ag. 
you-go Byrd amendment for awhile. 


Now we are in difficulties because that period has run out and the | fall 
Mr. 


waiver period has ended. 
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Why is it that the State that proceeded conservatively and neve | now. 


exceeded a rate of construction or planning beyond what would coms 
within the purview of the 1956 act, why are they short of Feder) 
funds? Is it an absolute requirement of Federal law, or is it becany 
of the practices and the way you feel you have to administer them? 

Mr. Tauuiamy. The first part—— 

Senator ANpEerson. A difficult question to answer. 

Mr. Tauuamy. This acceleration that was directed required that 
$400, really $515 million be placed under contract by December } 
of last year. 

Senator Kerr. That was not in the interstate program. 

Mr. Tatitamy. No. But it all comes out of the trust fund—— 

Senator Kerr. The same money. 

Mr. Tatuamy. And every State in the United States met that 
responsibility. It so happens that our deficit 

Senator Curtis. Not in expenditure. 

Mr. Tauuamy. In award of contracts. 

Senator Curtis. In award of contracts? 

Mr. Tauuamy. Yes, sir, and of course, the law also said that those 
contracts had to be finished by December 1 of this year, and they are 
going to be, so that every State got its fair share of that program. 

It all comes out of the trust fund, and the amounts actually in 
dollars to the deficit which is created this year. 

Senator Kerr. Will the Senator yield? 

Senator Curtis. Yes. 

Senator Kerr. [sn’t it a fact that when the Department makes its 
apportionment, it makes it to all of the States for the entire amount 
for the fiscal year or years for which the apportionment is made? 

Mr. Tauuamy. That is correct. 

Senator Kerr. And the State takes it up as rapidly as in its own 
judgment or operation it is worked out to do so? 

Mr. Tauuamy. That is right. 

Senator Kerr. Now, being directed to operate on the basis of 
making the full apportionment, and having done so with all of the 
States, and then finding out in the middle of the year you didn’t have 
enough money to meet it all, it naturally came about that the States 
that had been slow in making the apportionment might be further 
behind at the time of crisis than some other States that had expedited 
the obligating of the funds. 

Mr. Tautuamy. That is right. 

Senator Kerr. Now, it is a fact, isn’t it, that some States go out of 
the fiscal year without having obligated all of the apportionment 
given? 

Mr. Tatuamy. That is right. 
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Senator Kerr. It is a fact, isn’t it, that many States end up the 
year with a period of time yet remaining to them to obligate 
jeir apportionment, and that is a matter that is entirely up to the 
, but since you are operating on an unlimited apportionment up 
the amount of the authorization, but a limited revenue with refer- 
nee to paying for the apportionments, it is entirely up to the States 
sto which one gets in before the exhaustion of the amount of money 
y have got which is too small to honor all of the apportionments, 
fall of them are obligated? 

Mr. TatLAMy. That certainly is correct on the situation up until 
yw. But I do believe that from here on in, with 209(g) in effect, 
ye will have to apportion—not apportion—but control contracts so 
that a particular State which may be in a position to go ahead very 
npidly in the first few months as compared to another State which 
annot will have to control the rate of award of contracts so that every 
State will have an opportunity during that course of that year to 


| gward contracts to the amount which has been authorized for that 


particular year. [ ; : 

Senator Curtis. Now, Mr. Tallamy, right on that point, I think 
we are in trouble, because of acceleration. Well, that is water over 
thedam. I voted against it. I think it was bad legislation to waive 
the Byrd amendment. 

But what I want to know about the future, suppose a State chose 
in the interest of conserving their own funds, and in the interest of 

tting the best contracts, and in the interest of avoiding the waste 

m rushing, suppose they chose to operate at a slower pace. Are 
their Federal funds going to be consumed because some other States 
just rush and get there first and take it all? 

Mr. Tatuamy. No. 

Senator Curtis. So in the future that will not be a problem as it 
is now? 

Mr. Tattamy. No, not under contract control, and it wasn’t a 
problem before. 

Senator Curtis. It is a problem now, isn’t it? 

Mr. TaLtLamy. It became a problem as a result of the fact that last 
year we had to go ahead with a larger program than the trust fund 
would support. Now in the future we will have to control contracts 
to the extent that the trust fund can support. And in the control 
of the contracts, we will apportion to each State the number of con- 
tracts that it can enter into in that particular year and they can enter 
into that year or they can enter into the next year. 

Senator Curtis. So if one State rushes, they cannot jeopardize the 
Federal funds that are intended for another State? 

Mr. Tauuamy. No. 

Senator Curtis. But it did work out that way at the present time, 
didn’t it? 

Mr. Tatuamy. It worked out that—— 

Senator Curtis. I don’t say that it was intended or planned, but it 
actually worked out that way, didn’t it? 

Mr. Tauuamy. In a way it did. 

Senator Curtis. Well, now, for instance, Nebraska’s rate of 
construction hasn’t caused any deficit, and yet we are in trouble along 
with the rest of the Nation. 
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Mr. Tauusmy. It worked out that way to this extent: that if 
State did not obligate by contract all of the amount that had be P 
apportioned to the State, whereas another State had complete 
obligated it, the new contract controls within the life, within th 
ability of the trust fund to liquidate, will be apportioned to. the vanigns 
States, and it will in effect freeze the present position of all of the 
States, but it will not discriminate against any particular State go fap 
as future contract control. 

Senator Curtis. So in the future your contract control is oing to 
protect the State that is conservative in their spending from the rapid 
spending of a sister State. 

Mr. Tatuamy. It will protect them; yes. 

Senator Curtis. Now, is that a policy change, or is there something 
in the law that brings that about, or both? 

Mr, Tauuamy. It is no change so far as what the 1956 act would 
have brought about. 

Senator Curtis. Yes. 

Mr. Tatuamy. But since the 1958 act, through a new factor in it 
because of the recession, it did result in some States, now that we 
back to 209(g), that some States will not be able to pick up immedi 
ately at least what they had not placed under contract as a result of 
previous apportionments. 

Senator Curtis. I appreciate very much getting that information, 
I, for one, do not adhere to the philosophy of the accelerated program 
that was put in. It means the taxpayers get less roads per dollar; 
it means it goes at such a rapid rate that when it stops we have an 
unemployment problem, and I don’t think pump priming ever works 
and I am happy for this new contract control plan that you deseribe, 

That is all, Mr. Chairman. 

The CuarrmMan. Mr. Tallamy, the pay-as-you-go amendment, when 
did it become operative again? 

Mr. Tatuamy. Just with the new apportionment. 

The CuarrMan. The new apportionment? 

Mr. Tauuamy. Yes. 

The CHarrMan. On what date? 

Mr. Tauiamy. As soon as we make it, and under this, which would 
be this year under the legislation under which you are considering. 

The CuairMan,. It runs automatically? 

Mr. Tauuamy. It runs automatically. 

The CHAIRMAN. As soon as action is taken? 

Mr. Tauuamy. Yes, sir. 

The CHarrMAN. Senator Anderson. 

Senator ANDERSON. No questions. 

The CHarrMAN. Senator Gore. 

Senator Gore. Mr. Chairman, I submit that Mr. Tallamy’s replies 
to the questions of Senator Douglas have already demonstrated that 
the answers to you earlier, on which I raised the point, was only 
partially correct. I shall come to that in due order, however. ___ 

I would like to develop this question in an orderly way, and will 
come to that question later. 

Mr. Tallamy, your problem has two distinct parts, does it not? 
One, the lack of funds to meet commitments and obligations falling 
due within the present fiscal year? 

Mr. Tatuamy. Yes, sir. 
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Senator Gorse. And two, the making of apportionments for use and 
gbligation of the States for future years? 

| Mr. Tatuamy. Yes; that is right. 

Senator Gorn. And each of those two major parts is subdivided, 
ge they not, into the interstate highway program, on the one hand, 
ad the ABC, the primary, secondary, ‘and urban highways, on the 

other. Ne pret 

Mr. TatuaAmy. That is right. 

Senator Gore. I would like first to discuss problem No. 1, to which 
jittle reference has been made thus far. 

What are the obligations falling due within the fiseal year, or the 
amount of obligations falling due within the present fiscal year which 
you are unable to meet without additional legisiation or appropriation? 

Mr. Tattamy. Would you ask me that question again? 

Senator Gore. What is the amount, what is the total of the obliga- 
tions falling due within the present fiscal year, 1960, for which you 
would be in default without either additional legislation or appro- 
priation? + 

Mr. Tatuamy. Divided into two parts, we require an expenditure 
this year of $1.11 billion for the ABC program, and $2.25 billion for 
the interstate program. 

Senator Gore. You are giving me now the total commitments? 

Mr. Tattamy. The result of the total commitments. This is the 
result. 

Senator Gore. The figure I am asking you for is the amount of 
default on the trust fund, if I must use that word, without additional 
legislation or appropriation, or a combination of the two. 

Mr. Tatuamy. I understand; $490 million. 

Senator Kerr. That is the deficit for the current fiscal year which 
you forecast? 

Mr. TaLuamy. Yes, sir. 

Senator Gore. I thought you had estimated it to be $493 million. 

Mr. Tatuamy. $490 million is what I have on this chart. Maybe 
it is $493 million. 

The interest is $3 million, I am told. 

Senator Gore. Then as a matter of fact, it is $493 million? 

Mr. Tatuamy. Yes. 

Senator Gore. Now, how much additional revenue within the fund 
will be provided by H.R. 8678, within the present fiscal year? 

Mr. Pat LAMY. $383 million. That is based on the present legisla- 
tion being effective on September 1. 

Senator Gore. That cannot now be a correct answer. 

Mr. Tatiamy. So it will be reduced. My charts are all based on 
that, but it will be reduced $50 million, so it will be about $333 million. 

Senator Gore. Then you have a deficit in the fund of $493 million 
and the bill before the committee would provide only $333 million. 

Mr. Tatuamy. Yes. 

Senator Gore. Then that would leave you in default to the States 
$190 million, would it not? 

Senator Kerr. $160 million. 

Senator Gore. $160 million. 

Mr. Tattamy. $157 million is what the deficit would be at the end 
of this fiscal vear, ab what we would have to do under this legislation 
would be to carry vouchers over to the extent of about 2 or 2% weeks’ 


4581459 —_—-4 
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business from this fiscal year to the next fiscal year, and then taper 
off during the course of the next fiscal year. 


Senator Gore. ‘That is a nice way of explaining how you would | 


handle a default. 

Mr. Tatuamy. Yes; that is the way it will have to be done. 

Senator ANDERSON. Could you find out how you got the $157 
million? You said it was $493 million, and you subtracted $333 
million from it and got $157 million. 

Senator Bennett. There is $3 million of interest in there which 
probably does not affect the obligation to the States. He started 
out with a figure of $490 million. 

Senator Gore. It affects his deficit; it affects his ability to meg 
those obligations, so it really is $160 million. 

Mr. Tatiamy. Let me straighten that interest out. It isn’t jp. 
terest that we have to pay; it is interest that we get. It is $3 million 
in interest which goes to the credit of the trust fund as a result of 
investments by the Secretary of Treasury of existing funds. 

Senator Kerr. And that reduces the deficit? 

Mr. TatuamMy. That reduces it, so that it comes down to $157 
million. 

Senator Gore. I am willing to proceed on the basis of $157 million, 
because it probably is still there in approximately the same proportion, 

How much money is in the trust fund at this time? 

Mr. Tatuamy. I can give it to you on July 31. It was $15 million, 

Senator Gore. I would like to know what it will be—what I am 
really getting to—what is it going to be on October 1, which would 
be the earliest effective date in which this additional gasoline tax 
could go into effect, if it ever does? 

Mr. Tatuamy. The balance at the end of September will be $38 
million. 

Senator Gore. $38 million. 

Now, what would be your deficit in the fund on December 31, even 
with the passage of H.R. 8678? 

Mr. Tauuamy. $353 million would be the deficit on December 31. 

Senator Gore. Even with the passage of H.R. 8678? 

Mr. Tauuamy. Yes, sir. 

Senator Gore. Then how can you possibly contend that H.R. 8678 
solves your problem? 

Mr. Tauuamy. The Secretary of Treasury has advised that he would 
have no objection to an appropriation to the general fund, to the 
trust fund, for this fiscal year, provided it was returned from the trust 
fund to the general fund by the end of this fiscal year, so it would re- 
quire an appropriation act this year. 

Senator Gore. As a matter of fact, has not the Department of 
Commerce already prepared such a supplemental appropriation re- 
quest and submitted it to the Bureau of the Budget? 

Mr. Tauuamy. Yes, sir. 

Senator Gore. I think you are prudent in doing so, but it doesn’t 
quite comport with all of the public pronouncements that the 1-cent 
additional gasoline tax is going to solve the problem. 

Mr. Tauuamy. It permits the repayment to the general fund of its 
appropriations which we just spoke of during this fiscal year within 
the $157 million item which will be carried over by holding vouchers 
from one fiscal year to another. 
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. Senator GorE. Does your supplemental request involve an appro- 
Per | tion to accommodate not only the $353 million deficit as of 
ber 31, but the $157 million deficit as of next June 30? 


Meal Mr. TaLuamMy. No, sir; it does not. 

. Senator Gore. You propose to let the States continue to hold the 

® $157 for $157 million? { 

1 $333 Mr. Tauuamy. For a short period from one fiscal year to another, 
gd then taper off in the second fiscal year. 

Which | Senator Gore. Had the Congress previously been advised of this 


started pnding supplemental appropriation request? 
| Mr. Tatuamy. It has been certainly discussed on the House side 
lathe consideration of this legislation. 

Senator Gore. Let us go now to the question of apportionment, 
't ine | Thich is the second major part. : 
nillion | Did the 1958 act provide any acceleration of construction or 
ult of | obligation: wee eee 

Mr. Tatuamy. Yes, sir; it did. 

Senator Gore. In the Interstate System over the schedule of 
$157 rtionment written into the 1956 act? 

Mr. Tauuamy. It did. 
illion, Senator Gore. Are you sure? 
Mr. Tatuamy. I am sure. 
Senator Gore. What was the apportionment schedule in the 1956 
lion, | et? se er 
Tam | Mr. Tattamy. The apportionment for fiscal 1959 was $2 billion 
vould | wd the 1958 act increased it to $2.2 billion, and in the 1960 it was 
» tax | 82.2 billion. The 1958 act increased it to $2.5 billion. 

Senator Gore. All right, I will put it this way: 

Did the 1958 act accelerate the interstate and defense highway 
construction schedule as to time, or did it not, in fact, merely increase 
| spportionments in direct compliance with the increased cost estimates 

which you submitted to the Congress, to the Senate Committee on 

Public Works? 

r 3. Mr. Taututamy. Well, it did both. It increased the amount of 
contracts and apportionments that could be made for the Interstate 
, System, and that was probably in recognition of the increased cost. 
8678 [don’t know that the legislation specifically said so. 
Senator Gore. I think we understand each other, if we can get it 
ould into the same words, because I know what the facts are, and so do you. 
the Mr. Tatuamy. Surely. 


» Meet 


rtion, 





» $38 


even 


rust Senator Gore. And you are not trying to be evasive. 
| re- Mr. Tattamy. No, sir. 
Senator Gore. You never have been. 
t of Is it not a fact—I will give you the table if you need it to refresh 


re-  yourmemory—is it not a fact that the 1958 act provided apportion- 

ments only sufficient to keep the interstate schedule, the interstate 

hway program on a construction schedule and apportionment 
n't | shedule which would comply with the schedule in the original act? 
ent Mr. Tatuamy. The schedule of completion in the original Act? 
+ Senator Gore. That is right. 

Mr. Tatuamy. Yes, sir; it did. 
Senator Gore. Then your answer is ‘“Yes’’? 
Mr. Tatuamy. Yes. 


ane 
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Senator Gorge. Then what the 1958 act provided on the Interstate | yr. 
System was not an acceleration, but merely adjusting the a portio : Co 
ment schedule to comply with the increased cost estimates which s bow 
yourself, submitted? You, | aly" 


Mr. Tauuamy. It made it possible with those apportionment figures i 


in the 1958 act to meet the date of completion of the Interstate Sys. lak. & 
tem, so that statement is correct. a ‘fact 
Senator Gore. So we are in agreement on that? . 


Mr. Tauuamy. Yes, sir. when | 

Senator Gore. Without such an action on the part of Congress i 
there would have been a slowup and a stretchout of the construc. eich 
tion schedule, completion schedule of the Interstate System? ; ‘ 

Mr. Tauuamy. There would, unless there was an acceleration i 


later on. fx 
Senator Gorse. We are not speaking now of “‘ifs’’. a 
Mr. Tatuiamy. That is right. Son 
Senator Gore. We are speaking of facts. Without the 1958 act jenta 
you had recommended and there would have been in effect now g a4 
stretchout of the completion schedule of the Interstate System? wc 
Mr. Tauuamy. That is right. ; os 
Senator Gorr. Unless the Congress takes action now, there will dat 
be another stretchout even worse; is that not true? ‘ 


Mr. Tatitamy. That would depend on the action we took in 19%] yj 
when the reports come in. 


Senator Gore. Again we are speaking of the future. Sp 


I am saying unless the Congress acts now, there is in prospecta yR 
severe slowup if not an absolute stoppage of the Interstate System. — 4h 


Mr. Tatuamy. That is absolutely so. Unless the Congress takes | , a} 
action now, it will seriously slow up the program under existing legis | yo 
lation. a 

Senator Gore. All right, we agree on that. ( 


Now, I come to the next question: 
If the Congress does no more than to pass H.R. 8678, it will necessi- pun 
tate a stretchout of the completion schedule of the Interstate System; 
is that correct? ipl 
Mr. Tavuiamy, If they take no other action than that, that is true. , 
Senator Gore. All right. Now give us the exact amount of the , 
stretchout. In how many years would you expect the program to 
be completed if this is the total revenue provided to the trust fund? — 
Mr. Tattamy. And nothing else throughout the life of the program? jr 


Senator Gorn, That is right. = 
Senator Kerr. Except existing law. i. 
Senator Gores. Except existing law. 8. 
Mr. Tauvtamy. Four years. - 
Senator Gore. A 4-year stretchout? ms. 
Mr. Tauuamy. Yes, sir. ee 
Senator Gore. So H.R. 8678 neither meets your problem of obl- = 
gations to this fiscal year, nor the problem of apportionments to keep mm 
the system on schedule for future years’ is that not a correct state gq 
ment? oo 
y ‘ Pr if 1975 

Mr. Tatuamy. That is a correct statement. I might add though, im 

I may—— i 


Senator Gore. You may add anything you like. ie 
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Mr. Tatuamy. I may say that it maintains this at a rate whereby 
je Congress might at least consider a long-range financing program 
/, 1961, and develop one which would not be an impossible one to do, 
gd still remain on schedule. 

Snator Gore. Are you sure that you gave a correct answer that 


ifR. 8678 would only necessitate a 4-year stretchout. 


Would not 


pfact a $2.5 billion rate of expenditure give us a 3-year stretchout 
‘shen all that would be available for apportionment as a result of 
| asage of H.R. 8678 would be $1.8 billion? 
/ Mr. Tatuamy. Mr. Allen is with me and he has worked up a chart 
shich shows that under the apportionment schedule $1.8 billion for 
, 1961 and $2 billion for 1962, and then going down to $1.6 billion in 
| 13, and then increasing gradually to $2 billion in 1970 and prac- 
j feally $2 billion in 1971. 
| We have a total of $27.4 billion. 


Senator GorE. Your increased estimates of cost exceed that. 


Inci- 


intally, I have a Mr. Allen with me also who has likewise prepared 
some charts. 
Mr. Tatuamy. And that gives us this amount in 1972, and then 
ye would have 4 more years of trust fund revenue to obtain the addi- 
tional funds and that would be all right. 
Senator Gore. How long will it be at the annual rate of $2 billion? 


Mr. Taunamy. We have got $8.9 billion. 


jyears at that rate, at $2 billion. 
Senator Gore. Mr. Chairman, it is obvious that we agree that 
ILR. 8678 if passed in its present form would provide a great stretchout 
ifthe program, and I request that Mr. Tallamy be permitted to submit 
itable at this point, and that I will submit a table showing the exact 
amount of the stretchout which will be necessary. 
Senator Byrp. Without objection that will be done. 
(The following table was submitted by Senator Gore:) 


It would be a little over 


Edimated completion date for Interstate System with funds provided by H.R. 8678 
and extension of funds earmarked by Highway Revenue Act of 1956 


Fiscal year | 





= 


fund 
revenues 


935 


Present trust | 


Revenues 
| added by 
| H.R, 8678 
| 








| Total funds 


£ 


PNPNPNH SS WN NPN) 


petites 
ABC! | 
| expenditure | 
| requirements | 


935 
935 
935 
935 
935 
935 
935 
935 
935 
935 
935 
935 








Balance 


} available for 


interstate 


$724 
1, 208 

972 
1, 387 
1, 865 
2, 223 
2, 236 
2, 281 
1,519 
1, 584 
1,651 
1, 722 
1, 793 
1, 864 
1, 938 
2, 016 
2, 093 
2, 168 
2, 245 
2, 325 
1, 186 





Accumula- 
tive total 
for 
interstate 


$724 
1, 932 
2, 904 
4, 291 
6, 156 
8, 379 
10, 615 
12, 896 
14, 415 
15, 999 
17, 650 
19, 372 
21, 165 
23, 029 
24, 967 
29, 076 
31, 244 
33, 489 
35, 814 
3 37,000 


ese eee eet EE 


' ABC program frozen at $925,000,000 


; Trust fund reduced to needs to finish interstate and continue ABC. 
To complete the 41,000-mile system. 


yer year (plus $10,000,000 for revolving catastrophe fund). 
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(The following table was submitted by Mr. Tallamy), 


Estimated status of highway trust fund under proposed legislation, H.R. 8678 








{Millions of dollars] 
| Apportionments | Expenditures Revenues 
..- et yo < Pee 
Fiscal year | | Primary Primary | | Balance 
Inter- | second- | Inter- second- Present Addi- Total oe 
State ary and state | ary and | sources tional | - 
| } urban ! urban! | | | 
| | 
pete ee ae — ee es ae 
Balance... ..-- 140 | 965 | 
BO an pied Ra 832 208 | 758 1, 482 1,482 | fag 
1958_._- : | 1, 700 | 859 | 675 836 2, 044 2,044) +195 
1959... | 2,200 1,388 | 1,501 1,112 2, 087 | 2,087 { 
1960__. | 2, 500 910 | 2,025 1, 110 2, 122 383 2, 505 = 
1961. - 1, 800 883 1, 755 910 2, 195 577 2, 772 ’ 
1962... 2, 000 | ss4 2, 000 897 2, 280 877 3,157} 49 
1963... 1, 600 935 2, 000 911 2, 332 831 3, 163 +512 
1964_ __ 1, 600 935 2, 200 936 2, 392 | 854 3, 246 | +42) 
1965... 1, 600 | 935 1, 575 | 936 2, 455 2, 455 +54 
1966___ 1, 600 | 935 1, 600 | 936 2, 520 2,520} tap 
1967. __ 1, 800 935 1, 650 925 2, 586 2, 586 +55) 
1968__ . 1, 800 935 1, 725 935 2, 657 2, 657 +58 
1969. _. 1, 900 935 1, 775 935 | 2, 728 2, 728 +568 
1970. 2, 000 935 1, 875 935 2, 799 2,790) +55 
i971_.. 2, 000 935 1, 925 935 2, 873 2, 873 +58 
1972... 2, 200 935 2, 025 935 2, 951 2, 951 +580 
1973_.. 2, 200 935 2, 100 935 3, 028 3, 028 | +552 
1974_ J 2, 300 935 2, 175 935 3, 111 3, 111 | +53 
1975 1, 885 935 2, 250 | 935 3, 193 3, 193 +H! 
1976_.. 935 2, 350 935 3, 278 3, 278 | +554 
1977_- 935 611 935 yo2 992 0 
Total... 36, 000 20, 746 36, 000 19, 627 52, 105 | 3, 522 55, 627 | 


ee 


1 Includes emergency relief ng $502 million apportioned for 1950, 


program, as well as special funds totali 

Senator Gore. Now Mr. Tallamy and Mr. Chairman, I want to call 
your attention to what I regard as a serious matter. Mr. Tallamy has 
several times used the term “contract control.” I would like to have 
the attention of the chairman, who is ordinarily imterested in States 
rights. Mr. Tallamy has several times today used the term “contract 
control.” He is talking about control of State contracts. This is 
Federal control of contracts of the Commonwealth of Virginia, about 
which he is talking, and the State of Tennessee. 

I know of no authority in the law for such action. The law provides 
for apportionment to the States by a given formula to the extent that 
funds are available in the trust fund. When that apportionment is 
made, that becomes a commitment to the States. I know of no con- 
trol over which State contracts which the Bureau of Roads can exercise 
within the commitment of this apportionment except approval or 
disapproval, and I think the senior Senator from Oklahoma will bear 
me out that that approval or disapproval contemplates approval or 
disapproval as to engineering designs, as to adequacy of plan. 


Senator Kerr. Meeting of standards. 

Senator Gore. Meeting of standards. 

Senator Kerr. | think the Director will agree with that. 
Senator Gore. Well, we will give him an opportunity. 

Senator Kerr. I say that that is my understanding of the law, and 


if it isn’t the law, I would like to have the Director show me the 
language which is different. 
Senator Gore. And we will soon | believe make it the law. 


Senator Byrp. Are you speaking of the interstate? 
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Senator Kerr. Any apportionment. 
Senator Gore. I am speaking of a farm to market road also, sir. 
Senator Kerr. Any apportionments? 


Senator Gore. In Virginia? 
Mr. Tauuamy. It is an overriding basic principle involved it would 


ym to me that section 209(g) says that we cannot create an obliga- 


| jon or certainly implies that we cannot create an obligation which will 


Te A RRR a acne 


ssult in a deficit in the trust fund. 

Senator Kerr. Where is 209(g)? 

Can staff let us have a copy? 

Senator Gore. I would like to point out that that relates to the 
imitation of apportionment, availability of funds within the trust fund. 
This doesn’t give the Federal Government any overriding authority 
io ride herd over the State highway departments and control their 
ntracts after the apportionment has been made. 

Senator Kerr. I believe the Director’s staff has a copy of 209(g), 
doesn’t he? 

Senator Doucias. There is an interval and I would like to assume 
the somewhat unfamiliar role of coming to the aid of the beleaguered 
gntleman. Since the Federal Government pays 90 percent of the 
ost, if it is not in the law I would like to see it put into the law that 
the Federal Government would have some control over the expend- 
iture. 

Senator Kerr. I remind the Senator of the actual amendment. 
Senator Gore. I am not attempting to beleaguer the gentleman. 


} There has been lots of misinformation on this program, and I am 
| trying to get it down to the basic facts and get it before the American 


_- 


people. This is an unjustified proposal. It is inadequate and un- 
acceptable. It will solve neither the obligations of the present year 
nor the problem of apportionments for future years. 

I don’t propose to see it solved by any extra legal Federal control 
of State contracts. 

Mr. Tatuamy. May I have my General Counsel answer this? I 
am an engineer, not a lawyer. 

Senator Byrp. Yes. 

Mr. Enrietp. My name is Clifton Enfield. Mr. Chairman, under 
the provisions of section 105, 106, and 110 of title 23 which is the 
codified highway law, it provides in section 105 that after submission 
by the States of a program, the Secretary shall as soon as practicable 
approve that program. Under section 106 it provides that the Sec- 
telary shall, as soon as practical 

Senator Gore. Before you leave that, that section, why don’t you 
read the whole section and we will see just what it presents. 

Mr. Enrieip. Section 105 provides that: 

As soon as practical after the apportionment for the Federal aid systems have 
been made for any fiscal year, the State highway department of any State desiring 
avail itself of the benefits of this chapter shall submit to the Secretary for his 
approval a program or programs of proposed projects for the utilization of the 
funds apportioned. 

The Secretary shall act upon programs submitted to him as soon as practicable 
after the same has been submitted. The Secretary may approve a program in 
whole orin part, but he shall not approve any project in a proposed program which 
is not located upon an approved Federal aid system. 

seeenttion (b) goes on to provide for certain requirements on ap- 
proval. 





28 HIGHWAY REVENUE ACT OF 1959 


Senator Gore. Let’s have that too. 
7 

Mr. ENFIELD. It says: 

In approving programs for projects on a Federal aid secondary system the Seere. 
tary shall require except in States where all public roads and highways are under 
the control and supervision of the State highway department that such project be 
selected by the State highway department and the appropriate local officials in 
cooperation with each other. 

Subsection (c) says: 

In approving programs for projects on the Federal aid primary system the 
Secretary shall give preference to such projects as will expedite the completion of 
an adequate and connecting system of highways interstate in character. 

Section (d): 


In approving programs for porjects under this chapter the Secretary may give 
priority of approval to and expedite the construction of projects which are re 
commended as important to the national defense by the Secretary of Defense or 
other official authorized by the President to make such recommendation. 


Subsection (e): 

In approving programs in Hawaii the Secretary shall give preference to such 
projects as will expedite the completion of highways for national defense or whieh 
will connect seaports with units of national parks. 

Subsection 106 provides for 

Senator Kerr. Mr. Enfield, the question which Senator Gore is 
trying to determine, and in which I am equally interested, is the basis 
in law of the proposal the director made a while ago or the policy being 
announced of contract control after an apportionment has been made, 
and of amounts of money within the apportionment as made. Now 
you are one of the most able men who has ever been before any com- 
mittee of Congress on which I have served. I am sure you can turn 
to the provision in the law which gives him that authority or which 
discloses that he doesn’t have it. 

Mr. Enrietp. The provisions in the law, that in my opinion give 
him that authority are found in sections 105, 106, and 110, which 
provide—— 

Senator Kerr. Then it is not in the so-called Byrd amendment at 
all. 

Mr. Enrietp. No, sir, and it is the authority that provides for the 
Secretary’s approval or disapproval of projects, programs and entering 
into projects agreements, and that there is necessarily inherent in 
the approval authority discretion to assure that all things essential 
to carrying out that approval are actually present. 

Senator Kerr. Doesn’t the State have the vested right when the 
apportionment is made to it? 

Mtr. Enrre.p. The State has the right to submit programs and 
projects for approval. 

Senator Kerr. Is that a vested right? 

Mr. Enrreip. You might say it is a vested right insofar as the 
statute is concerned; yes. 

Senator Kerr. It would have to be in accordance with the statute 
or we wouldn’t have it. 

Mr. Enrietp. It is a vested right to submit programs and projects 
for approval. 

Senator Kerr. Now here is what disturbs the Senator from Ten- 
nessee and what disturbs me. After an apportionment is made—you 
never make an apportionment to one State and not make it to another, 
do you? 
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Mr. ENFIELD. 7 they are made to all at the same time. 

Senator Kerr. Well, answer my question. Do you make it to 
ine State eens ms aking it to all of them? 

Mr. Enrieip. No, sir. 

Senator Kerr. Doesn’t each one of them have an equal right in 
the apportionment as made to it? 

Mr. Enrieip. That is correct. 

Senator Kerr. Then does the Director have the control authority 
shaeby he can say to a State “Now you have an equal right in your 

pportionment to that which any other State in the Nation has to its 
gportionme nt, but by reason of the facts that you are going too fast 
ere, although vou are operating within the time the law contemplates 
that you should operate, we have got contract control over you that 
ye are going to slow you down until other States catch up in the 
warding of their contracts to whe re the withdrawal from the Treasury 
will be on a proportionate basis as between the States within these 
wportionments made on an equal basis and at the same time to all the 
States.” 

Mr. Enrretp. Under the approval provisions of 106, which sets up 
the approval of the project, when that approval is given it creates 
mder the law a contractual obligation to the Government to pay, to 
pay the Federal share of that contract. 

Now I believe there is inherent in the approval which must be 
aercised under the statute by the Secretary discretionary authority 
in the Secretary to assure that when he constitutes that contractual 
obligation by approval, that there will be moneys available to make 
payment. 

He can’t withhold that approval arbitrarily nor can he discriminate 
wainst one State or in favor of another State. 

Senator Kerr. Don’t you have a provision in the law that that 
apportionment is valid even beyond the fiseal year for which it is made? 

Mr. Enriexp. It is good for 2 fiscal years following the close of the 


| fiscal year for which it is made. 


Senator amt rr. Yet you are telling us that in your judgment he can 
ixit so that each State has to obligate its apportionment proportion- 
itely so that one State that is moving ahead in the development of its 
program will be held back by other States who, for reasons other than 
loconserve time—-it might be because they didn’t have the money. 

It might be because they weren’t ready to go forward with their 
program. It micht be because of the season of the vear being different 
ina northern State also than a southern State. Are you telling the 
committee that the Director vet has the authority under his contract 
ontrol right which vou say is inherent in the law, to compel all States 
tomove forward on a proportionate basis in the commitment of their 
parts or percentages in those apportionments? 

Mr. Exrieuy. Whether that would be necessary or not | can’t 
uswer. I do believe that if he finds that is necessary to prev. nt an 
overdraft of the trust fund and not be able to pay bills as they come 
due, that the Administrator could do that; yes. 

Whether that would be necessary to handle it in exactly that 
fashion I am not prepared to say. 


4581459 ——_5 
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Senator Kerr. Then the provision in the law with reference pot 
only to the priority of the ABC system but also with reference to the 
apportionment being valid 2 years beyond the fiscal year for whieh it 
is made are ineffectual except as the Secretary or the Director chooses 
to implement them consistent with his inherent right to exercise the 
power of contract control. 

Mr. Enrrevp. He couldn’t exercise that right of contract control jp 
violation of the general intents and purposes of the act. Whatever he 
does would have to be to implement the act. 

Senator Kerr. | am asking you a specific question. 

Mr. Enrievp. Your question is does he exercise contract control 
in such a way as to mitigate against the provisions for the 3-year 
availability for the right of the State to submit programs and projects 
for approval? No; his action would have to be consistent with that. 

Senator Kerr. Can he exercise the right of contract control go that 
a State that is ready to go ahead and use up its apportionment in 4 
timely manner subject to the moneys that are in the trust fund cannot 
do so if he so chooses to tell them that, except as to that part of the 
trust fund available which he deems to be available proportionately 
to that State? ; 

Mr. Enrixvp. I think he could do that if otherwise it would mean 
that some other State would not be able to be paid when they pre- 
sented their bill. 

Senator Kerr. Although you had no proposal from them, although 
you had no submission of a program from them, and actually no 
knowledge that they were going to use their apportionment within 
the fiscal year for which it is made, or even in the 2 vears that would 
be valid beyond the fiscal year for which it is made. 

Mr. Enrietp. No; I think that would have to be no. I think that 
would—you would have to have a reasonable basis on which to con- 
template that the other States would submit programs and projects 
for approval. 

Senator Kerr. How could he know if they had not submitted them. 
How long would his power be available to him to withhold approval of 
State aid of contracts submitted within their apportionment, because 
he contemplated the possibility that if State B didn’t get a program in, 
and he doesn’t know whether they are going to or not, that might use 
up part of that trust fund? 

Mr. Enrrevp. He would have knowledge because the programs are 
submitted considerably in advance of the actual construction. 

Senator Kerr. Suppose the State had not submitted the programs. 
Suppose they are a conservative State moving slowly? 

Mr. Enrrevp. Then I think it would be the duty of the Administra- 
tor to inquire as to what the plans are. 

Senator Kerr. And hold up State A until he found out what the 
plan of State B might be some time in the future. 

Mr. Enriextp. A reasonable length of time. 

Senator Kerr. You think he has that authority? 

Mr. Enrievp. Yes, sir. 

Senator Kerr. I will tell you I don’t think he does. I think the 
law ought to be clarified to make it clear. 

Senator Gore. Mr. Chairman, I submit that the gentleman !s 
talking of controlling contracts of States to which the States them- 
selves contribute 50 percent of the cost. Never before have we oper- 
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ged on any basis other than apportionment on a matching basis. 
This has been a cooperative program. It has worked well. But now 
we have proposed Federal control of States contracts even though the 
States provide 50 percent of the contracts. I have taken enough of 
the committee’s time. 

Senator Byrp. Mr. Tallamy, when you speak of control do you 
mean that a Fe ‘deral agency can compel a State to reject a contract for 
mad construction? 

Mr. Tatuamy. That control as I visualize it would operate in this 
fashion: That we would advise the State that during the course of 
the year they will be able to enter into $75 million worth of contracts 
on the Interstate System and $30 million say on the ABC program, 
and so they know that at the very outset. Then knowing that, and 
incidentally that figure is the amount which would prevent an over- 
draft of the trust fund, so knowing that at the very outset, the State 
then can develop its program and proceed under it. 

It would, however, in my opinion be necessary to go one step further, 
and point out that during the course of the vear, when they would be 
awarding this amount of work, and have authority to do it, continue 
to do it, that they might have to go slow in the first part of the year 
and accelerate their program during the latter part of the year. 

Senator Byrp. If the State was within its allotment, could the 
Federal agency then say “You cancel a contract with Jim Jones, a 
contractor’? 

Mr. Tatuamy. Cancel a contract; no, no. 

Senator Kerr. They can withhold approval of it? 

Mr. Tatuamy. Oh, no; there would be nothing of that nature. 

Senator Byrp. Is this exercised only when a State exceeds its 
allotment in making contracts? I don’t exactly understand what 
you mean. Now, withholding of approval, would that result from 
canceling a contract? 

Mr. Tatuamy. No; this would be before a contract was entered 
into. In other words, if the State of Virginia was told that it could 
proceed with $25 million worth of contracts during the course of this 
year on the Interstate System, then the State of Virginia could at 
once program $25 million worth of work and place it under contract. 
But they couldn’t place the whole $25 million in the first 2 years 
because 2 years from now that would mean that it would all pile up 
in expenditures on the trust fund in a very short period of time in a 
fiscal year, so that the $25 million would have to be spread over this 
fiscal year, so that the expenditures would be spread over the fiscal 
year 2 years from now. But it does not mean that any outstanding 
contracts that the State might have with a contractor would be 
canceled; no. 

Senator Byrp. Is your control limited to control over the amount 
that is allotted to the States? 

Mr. Tattamy. My control is 

Senator Byrp. In other words, could a State exceed its allotment 
and pay for that out of its own funds? 

Mr. Tatuamy. I’m sorry, I couldn’t hear you. 

Senator Byrp. I say could a State make contracts in excess of its 
allotment from the Federal Government? 

Mr. Tatuamy. No; it could not. 
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Senator Byrp. Even though that State was willing to temporari} 
put up the money to pay the contract? J 

Mr. Tatuamy. Yes; they could on the Interstate System p 
on their own at their own rate, and then we would approve all of thy 
plans, but when apportionments were made in the future years, they 
could be applied against those contracts. 

Senator Byrp. It is not a question of approving each individyl 
contract as I understand it, the control you speak of is in the pr. 
graming. 

Mr. Tatuamy. It is the programing. 

Senator Byrp. I am inquiring, to what extent the contracts can by 
let? From the standpoint of money involved? 

Mr. Tauuamy. Exactly. It is the control of the program that I wy 
referring to. 

Senator Byrp. Could you say that a State couldn’t give a contrag 
to a contractor that you thought was not a competent and not gy 
efficient contractor or something like that? 

Mr. Tauuamy. I could do that but that is under another section of 
the law. 

Senator Byrp. Do you ever do that? 

Mr. Tauuamy. Yes, sir. 

Senator Byrp. In other words, you exercise a control over the 
contractor, the man who gets the contract. 

Mr. Tauuamy. Yes, sir. Surely we do. We observe the work that 
he has done, and if it is not proper, we advise the State and tell the 
State they have got to do something about it, and we won’t partic 
pate in the cost of it. 

Senator Byrp. If the State pays half of it, I don’t exactly see how 
you can determine who the contractor can be by refusing to approve 
a contract made with a certain firm. 

Mr. Tauuamy. If the firm was not a reliable firm—if a firm was not 
a reliable firm and our past experience had indicated that, we would 
tell the State that we would not participate in that particular project. 
Now we can’t tell the State it, itself, can’t go ahead with it, but cer- 
tainly we must be sure that the contracts are proper, that they are the 
low bidder, that they are experienced in that type of work and they 
are performing it properly. 

Otherwise we shouldn’t be spending our money for it, and that is 
the only time that we can, but we don’t tell a State they can’t doit. 

Senator Byrp. The spending in that State is limited to a ceratn 
amount, isn’t it? 

Mr. Tauiamy. Yes. 

Senator Byrp. Of course if the State has an inefficient contractor, 
then the State actually loses. 

Mr. Tauuamy. That is right, the State has got to pay for it. 

Senator Byrp. They have got to pay for it? 

Mr. Tauuamy. Sure. 

Senator Byrp. Now the control that you exercise is on ABC eon 
tracts as well as on the Interstate System? 

Mr. Tauuamy. Yes, sir. 

Senator Byrp. Do you often reject any contracts that the States 
make? 

Mr. Tatiamy. No; I don’t think so. We find out that situation 
before the contract is entered into. We carefully analyze all of the 
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bids that are submitted, and determine the qualifications of the 
watractor, the suitability of the estimates and of his proposal before 
we let the State enter into the contract with our money. 

The CHainMAN. Are all of the contracts let out on competitive bids? 

Mr. Tauuamy. Yes, sir. 

The CuarnMAN. And those bids are analyzed by your Department? 

Mr. TALLAMy. Yes, sir. 

The CuarnMAN. If you think a bid is excessive, then you withhold 
your approval of it? 

‘Mr. Tatuamy. We withhold our approval. 

The CuarrMAN. Of course, the State can go ahead and build it if 
it chooses to? 

Mr. Tattamy. That is right. 

The CHainRMAN. With their own funds? 

Mr. Tatuamy. That is right. 

The CuarnMAN. Are there any further questions? 

Senator Kerr. Does the so-called Byrd amendment direct the 
Secretary of the Treasury, and whoever else is directed, in watching 
the income of the trust fund, to take into account what it will prob- 
ably receive for any given fiscal year, then make the apportionment 
frst to the ABC system, and what is left and within the authorization 
for the Interstate System, make that apportionment between all the 
States on an equal basis under the formula prescribed? 

Mr. Tatuamy. Yes. 

Senator Kerr. But you have told us now that in order to guard 
the trust fund’s solvency, you are going to, in the future, exercise con- 
tractual control so that no State can get ahead of other States, although 
the other States didn’t want to move according to the schedule, to 
prevent any State getting the money out of the Trust Fund at a rate 
faster than all the other States, although the amount it was seeking to 
have approved and withdrawn is within its apportionment. 

Mr. TattaAmy. Not quite the way you have indicated, I don’t 
believe. 

Senator Kerr. It is either that or nothing, Mr. Director. The 
Senator from Nebraska asked you if you were going to exercise con- 
tract control so that contracts, even though within the apportionment 
made by the States 

Mr. Tauuamy. Yes, sir. 

Senator Kerr. Would be held up by you to prevent one State from 
getting ahead in the rate of withdrawal of other States. Now, that 
is what the Senator from Nebraska asked you. 

Mr. Tauuamy. Yes. sir. 

Senator Kerr. And you told him yes, and I don’t believe you are 
going to do it. I don’t believe you are going to do it. If you do it, 
I think you will be impeached or run out of the office. 

Senator Curtis. I would be opposed to such an impeachment. 

Senator Kure. I am sure you would, if Nebraska was involved. 

Senator Curtis. No, I think if any State was involved. 

Senator Kerr. If Nebraska were given an apportionment, though, 
for a fiscal year, and knew that if it didn’t obligate it within a certain 
period of time she would lose it, I don’t believe that you would say, 
“Lwant you to be held back until some other State who maybe doesn’t 
intend to use it at all, but we don’t know, has obligated herself on a 
proportionate basis,’ before you can go forward in the orderly de- 
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velopment of your highway program. I don’t believe you woyg | Sent 
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want that put on the record. 

Senator Curtis. That is exactly what I favor. 

Senator Kerr. No, it is exactly the opposite. 

Senator Curtis. I do not think that these States that proceed at 
mad rush 

Senator Kerr. You don’t have to be in a mad rush. 

Senator Curtis. Should so tie up the Federal funds that State 
that move more slowly have their Federal funds jeopardized. 

Mr. Tatuamy. In furtherance to this question, I would like ty 
point out two things, possibly three: 

First, this is a temporary problem resulting from the obligations 
which have been created in excess of the trust fund’s ability to liqui- 
date them. So this contract control feature is one which will eXist 
for probably not more than 2 years, or at the most 3, when the appor. 
tionments that are made each year will be in line with the ability of 
the trust fund to liquidate the expenditures resulting from thog 
apportionments, so that we get back on the same policy of apportion. 
ments controlling the expenditures just as soon as we can get ove 
this one hump where the outstanding contracts are in excess of the 
ability of the trust fund to liquidate them. 

Now, in getting over this one hump, the expenditures—let me put 
it another way—-the contract control is not on an individual contract: 
it is not a piecemeal affair. It is advising the State that in this par 
ticular year their program for awarding contracts cannot exceed 4 
certain amount. 

Senator Gorr. Mr. Tallamy, what you just stated would mean 
that the apportionment approved by Congress is meaningless. 

Mr. Tatitamy. May I 

Senator Kerr. Except as he chooses 

Senator Gorr. Except as he chooses to implement it with his con- 
tract control. This is contrary to the highway program since its very 
beginning. 

Mr. Tatuamy. May I add, and this is what I want to come to, that 
this would be exercised and we would advise the States that this 
would be necessary if we are to pay them on time. Now, if a State 
wants to go ahead within the amount of apportionments that have 
been made, recognizing that the trust fund will not be able to support 
their payment when they submit the voucher to us, we, under those 
circumstances, of course, would not tell a State that they couldn't 
go ahead. But it would be obviously necessary for us to say tos 
particular State, “If you want to be paid on time out of the trust fund 
within our ability to pay you, the amount of contracts under your 
apportionments that you can make this year is so much, and thats 
all. And if you go beyond it”’ 

Senator Kerr. Isn’t it the duty under the Byrd amendment 
exercise that control in the making of the apportionments? 

Mr. Tatuiamy. Right; but that wasn’t done last year, Senator. — 

Senator Kerr. Why would it take you 3 years to catch up tol, 
when you have told us that you are not even going to make the 
apportionment for 1961 until you get the money? 

Mr. Tatutamy. Yes, but you see 

Senator Kerr. Isn’t that what you have told us? 

Mr. Tauuamy. I did. 
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Snator Kerr. And isn’t it incumbent on those charged with that 
sponsibility to exercise that apportionment control with reference to 
|jseal 1961? 
| Mr. Tatuamy. Exactly. 
| Senator Kerr. Yet if it is, then why would they not do it in a man- 
yt that would relieve you of the responsibility of going behind that 
wd exercising your so-called contract control even with reference to 
he apportionment for 1961? What would be the meaning of fiscal 
461 apportionment even if we passed this legislation, if you were 
jihen going to say to the State, ‘We asked Congress for certain meas- 
yes to enable us to make this 1961 apportionment. It has now been 
gade in accordance with the Byrd amendment in the law, but even 
»we are only going to let you obligate it at a certain rate which will 
iedetermined by the rate which other States bring in their contracts 
or obligations’’? 

Mr. Tatuamy. I think it could be understood that way. The con- 
lincts that we awarded last year to this substantial extent above the 
| qust fund are going to create deficits this year. Now, if we apportion, 
}fr example, $1.8 billion for the Interstate System next month, and if, 
i mder that circumstance, the States all came in and placed under con- 
tact $900 million in the next 2 months in this fiscal year, the ex- 
| penditures that would result from that would be so great that it would, 
nthis fiscal year, that the deficit would be very substantial. It would 
increased more than what it will be, this nearly $500 million, what 
twill be as a result of the contracts made last year. 

So all we are doing, if we did that, would be to have the States 
award a lot of contracts in November and December and create a lot 
ofadditional expenditures in May and in June next year to add to the 
deficit which is going to be created as a result of the contracts last year. 

So all I am saying is that the States can go ahead with the $1.8 
billion in contracts this year, but ‘Don’t do it all in the first part of 


| the program, because if you do, we won’t be able to pay you right 


away.” 

Now, if the State says, ‘‘We don’t care whether you pay us or not 
nght away,’ why then, of course, it is all right for them to do it. 
But I do think maybe the words “contract control’ are words I 


| should not have used. Maybe I should have said contract advisement 


nregard to payments. 

Senator Kerr. I think you have got the right to exercise apportion- 
ment control. 

Mr. Tattamy. Yes. 

Senator Kerr. I think it is mandatory that you do so. 

Mr. Tatuamy. Yes, sir. 

Senator Kerr. I think when you exercise contract control as you 
have described it, within the limits of the apportionment, then you 
are doing something on the basis of your counsel’s advice that it is 
inherent within the law, and when you get to exercising powers 
which you decide are inherent within the law, I draw the limit to that. 
_Mr. Tatutamy. Maybe under your interpretation I should not do 
tas a directive, but don’t you think I should advise the States that 
éven though they can award $50 million worth of contracts this year, 
that “If you do it all in November and December, that I won’t be 
able to pay”’? 





36 HIGHWAY REVENUE ACT OF 1959 


Senator Kerr. I think when you make your apportionments you 
can say to them this apportionment is made for fiscal 1961. Unde 
the trust funds, under the operations of the trust funds, the funds 
will be available within a certain period of time to honor the obligs. 
tions, but we are not attempting nor will we attempt to exercs 
contract control over your obligations within this apportionment j 
you, and your achieving it is not going to be subject to whether sony 
other State does or not. But on the basis of the apportionmey 
made to you, the funds under it will be available on a certain schedule 

I think you have got a right to do that, 

Mr. Tatuamy. Yes. Well, that is what I had in mind. 

Senator Kerr. That isn’t what you said. 

Senator Curtis. Will the Senator yield briefly right there? 

Senator Kerr. Yes. 

Senator Curtis. Actually, the term ‘contract control” may be 
interpreted by many people to exercise jurisdiction over many phases 
of the contract. What you really want is within the fiscal year to he 
in @ position to exercise some scheduling control as to when, dur 
that year, you meet the total apportionment, isn’t that right? 

Senator Bennett. It is really reimbursement control. 

Mr.$TautitamMy. Reimbursement control. 

Senator Curtis. Or a schedule of reimbursement scheduling, 

Mr. Tatuamy. It all comes down to that one thing of reimbune 
ment. I obviously have no right to tell a State they can’t enter into 
contracts that have been apportioned. But I certainly have a duty 
to tell them that if they go beyond a certain level, that I won’t be able 
to pay them on time. 

Senator Curtis. I think this: I think that when any programs 
inaugurated that matches 9 to 1, that the entity furnishing the nine 
betteryexercise’some*control. 

Senator Kerr. They do. The controls are specified in the statute, 
and everybody expects them to operate under the statute and i 
accordance with the statute, and the Administrator has the obligation 
to administer the law under the statute, the controls provided init, 
and not go afield just because the Federal Government is paying 9 tol. 

Senator Frear. Mr. Tallamy, what are the States under present 
status that would be in difficulty if the present policy is not enacted? 

Mr. Tatutamy. Reimbursementwise, they would all be in trouble, 
because they all have vouchers coming in. 

Senator Kerr. What are the States that would be in the most 
acute trouble? 

Mr. Tatuamy. Well, the bigger ones, of course, have the larger 
programs and the greater number of vouchers coming in. Qhio, 
New Hampshire, Florida, Oregon, California, Massachusetts, New 
York, Illinois, New Mexico, Louisiana, Michigan, and Washington 
are among the most severely hurt. 

Then next are Iowa, South Carolina, Missouri, Connecticut, Texas 
Vermont, and Kentucky. 

Senator Frear. Where does Delaware come in? 

Mr. Tatuamy. Delaware is a little down near the bottom of the 


program. 

Senator Frear. I don’t know whether that is good or bad. And 
they are not in as dire need, as you see it, as are some of the other 
States? 
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Mr. Tauuamy. It is all relative, Senator. If a big State has 
quchers for $30 million that can’t be paid, and a small State like 
Jdaware has vouchers for, say, $5 million, it may be just as hard—— 
Senator Frear. Oh, but we don’t get up that far. 

Mr. Tatuamy. It may be just as hard for them as it is for the big 
Yates. So it is an all-relative thing, and all I can say is they will 
il be affected. 

Senator Frear. When do you make your announcement to the 
Yates of their pro rata share? 

Mr. Tatuamy. Of their share? 

Senator Frear. Yes, and the amount? 

Senator BeNNetTY. The apportionment. 

Senator Frear. The apportionment. 

Mr. Tattamy. Usually we have in the past made it in July. This 
var—July or August 
Senator Kerr. For the year after next? 

Mr. Tatuamy. Yes. 

Senator Kerr. You make it in July of 1959 for the fiscal year 

inning July 1, 1961? 

Mr. Tattamy. Yes. An easy way to remember that, I think, is 
add 2 years to the calendar year. Take 1958; in 1958 we make 
m apportionment for fiscal 1960, and that is the easy way to 
mmember it. 

Senator Frear. But you had not made your apportionment in this 
july or August for 1961 as yet? 

Mr. Tattamy. No, sir. 

Senator Frear. Thank you. 

The CoarRMAN. What is the situation in Virginia? 

Mr. Tatuamy. Virginia is just about in the middle point, average. 
The CHaiRMAN. What does that mean? 

Mr. Tatuamy. Well, it means that they have used up all of their 
1959 funds for the Interstate System, and are now starting on the use 
their 1960 funds. 

The CHAIRMAN. They have a balance that they can still use, haven’t 
they? 

Mr. Tattamy. They have their 1960 balance. 

The Cuainman. How much? 

Mr. Ta.uamy. Virginia’s unobligated balance as of July 31 was 
$108 million. 

The CuarrMaANn. And that is better than the average of the States, 
isn’t it? 

Mr. Tauuamy. Yes, sir. 

Senator Kerr. What do you mean, “‘better’’? 

The CuarrMan. Better because we have money we haven’t even 
dbligated. 

Senator Kerr. You mean you have got a big reserve unobligated 
portion? 

The Cuarrman. That is right. 

Mr. Tatuamy. But that is just the beginning of fiseal 1960. 

The Cuarrman. You are no doubt aware of the fact that the Gen- 
al Assembly of Virginia last March unanimously passed a resolu- 
ton requesting that the Interstate Highway System be slowed down. 

r. Tauuamy. I have heard of it. 
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The CuHarrRMAN. Virginia is living within its income both 
National level and on a State level. 

Are there any further questions? 

Senator Gorr. That was tantamount to an endorsement of th 
Byrd amendment. 

The CuarrmMan. Right. The Byrd amendment applies to Virginig 
as well as it did apply until it was suspended in this bill, and g3 
Governor of Virginia 35 years ago I had something to do with enaetj 
a Byrd amendment for the State. Now, we have a good highway 
system. We are entirely out of debt. 

I think you will agree that out highway system is very good and 
stable. 

Mr. Tauuamy. It is. 

The CuHarrMan. In Virginia, furthermore, the State maintains and 
constructs the entire road system of 52,000 miles. We are one of 
three States in the Union which do that, and we do it entirely from 
gasoline tax and license tax. We do not call on the General Treasury. 
Deficits of any kind are prohibited and we live within our income, ~ 

Are there any further questions? 

Senator Kerr. No, but I would like to make an observation, that 
if Oklahoma had 250,000 Federal employees that got paid in Washing. 
ton, and spent it in Oklahoma, we would be a little further along. 

But I would like to remind the chairman that we have the same laws 
in Oklahoma that you do in Virginia, in that we have no defietts, we 
have no State debt. We pay as we go, and we send a lot of money 
back here to help increase the revenue of Virginia by reason of » 
many Federal employees living over there and spending this Federal 
pay over there, and we are happy to do it for you. 

The Cuarrman. The Senator from Oklahoma has made that state 
ment many times. As a matter of fact, many of these employees work 
in Virginia but do not live in Virginia. 

Senator Kerr. Some of them live in Maryland. 

The CuarrMan. The Senator from Oklahoma seems to be unaware 
that the Pentagon Building has 35,000 employees, and a large majority 
of them live in the District of Columbia, Maryland, and other places. 
But he insists upon charging all of them to Virginia, simply because 
we are next to Washington and Washington is overflowing into Vi- 
ginia and sending people in there many of whom don’t pay any taxes. 
Frequently we have to furnish them facilities of different kinds at the 
expense of the State of Virginia. 

Senator Kerr. I am not charging that; I am giving you credit, I 
congratulate you. 

Senator Gore. Mr. Chairman, I move that we recess for lunch. — 

The CuarrmMan. The Senator opposed the new Federal airport 1 
Virginia as vigorously as I could, and that is going to bring 40,00 
people into Virginia, and yet I opposed it. 

Senator Kerr. There is no comparison. It stands alone. 

The Cuarrman. That is right. 

Are there any further questions? 

Thank you very much, Mr. Tallamy. 

Now, the next witness is the Director of the Budget, Mr. Maurice ll. 
Stans. 

Senator Gore. Mr. Chairman, I have a luncheon engagement that 
is of personal importance to me. I hope the Chair doesn’t intend 
finish with the Director of the Budget today. 
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Senator Kerr. We have only got until 1 oclock. I say to the 
Snator, under the situation over in the Senate—— 

(Discussion off the record.) 

The CHAIRMAN. Mr. Stans. 


STATEMENT OF MAURICE H. STANS, DIRECTOR OF THE BUREAU 
OF THE BUDGET 


Mr. Stans. Mr. Chairman, and members of the committee, I have 
svery short statement. Assistant Secretary of the Treasury, Mr. 
laurence B. Robbins, also has a very short statement. Since they 
hoth bear on financial matters, I would appreciate it if we could both 
rad our statements and then be questioned together. I think it 
yould help the committee’s consideration. 

, The CoarrMAN. Proceed. 

f Mr. Stans. I would like here to discuss with you the important 
question of providing adequate financing for the Federal-aid highway 
program. Since other witnesses are available here to testify on the 
program activities, I should like to limit my remarks to consideration 
of the budgetary implications of the present situation. 

Three years ago, m the Federal-Aid Highway Act of 1956, the 
Federal Government embarked on a greatly expanded program to 
build interstate highways, sharing the costs 90 to 10 with the States. 
The decision was made at that time by the Congress that this and 
other Federal-aid highway programs should be separately financed on 
a pay-as-you-go basis. A special highway trust fund was established 
by law for this purpose, with certain highway user taxes designated 
for deposit into the fund. 

The law further declares, as a policy of the Congress, that whenever 
it appears that total receipts of the trust fund will fall short of total 
anticipated expenditures 
the Congress shall enact legislation in order to bring about a balance of tota 
receipts and total expenditures * * *, 

Last year legislation was enacted which accelerated the Interstate 
Highway authorizations and substantially increased authorizations 
for other highways. These changes, and higher cost estimates, have 
upset the self-financing principle of the Federal-aid highway program. 
Ih approving the 1958 Highway Act, the President specifically pointed 
out the necessity for action by the Congress in 1959 to provide addi- 
tional funds for the enlarged Federal assistance under the act in order 


to maintain the Federal-aid highway program on a self-sustaining 


basis. 

In his budget message to the Congress last January and a special 
message to the Congress on May 13, 1959, the President recommended 
enactment of legislation to provide additional revenues to the highway 
trust fund by increasing highway fuel taxes by 1.5 cents, to become 
efective July 1, 1959, and to remain in effect through the fiscal year 
1964. 

Tn the absence of action by the Congress, the highway trust fund 
will incur a deficit now estimated at about $500 million in the fiscal 
year 1960 and, even though no further apportionment is made, the 
cumulative deficit will increase to about $1 billion by the close of fiscal 
1961. If these and later deficits required to continue the interstate 
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program on schedule were to be financed from the general fund it 
would seriously increase the burden placed on the Government's 
general budget. 

IMMEDIATE BUDGETARY OUTLOOK 


The necessity of providing additional revenues to keep the highway 
fund self-financed becomes apparent when we look at the generj 
budgetary situation. We are in a period when a policy of sound figea} 
responsibility certainly calls for the Government to keep its expendi. 
tures within its receipts and even to reduce the national debt if possible. 

Last January, the President recommended a budget which was 
closely balanced, with a surplus of $70 million. Since then, interest 
costs on the public debt have gone up significantly—as I recently 
indicated to the House, this increase will be at least $500 million, 
As of now, however, it is our expectation that there will be sufficient 
revenue to cover the added interest costs and, if this were the only 
unplanned expenditure increase, the budget would still be in the black. 

However, there are other factors which will bear heavily on the 
1960 budget and are tending to force us into a deficit. On the revenue 
side, the unwillingness of the Congress to enact a postal rate inerease, 
increased taxes on aviation fuel, and certain other recommended tax 
changes add up to $500 million. 

On the expenditure side, the Congress has enacted some increases 
beyond the administration’s recommendations, the most significant 
being $100 million for veterans’ direct loans and the pending housing 
bill. 

While it is too early to be definite on actual revenues or expenditures 
for the year, the present probability is that the combination of these 
factors will produce a deficit. 

While I am on this subject, I would like to say a word here about 
the appropriation actions this year. Although the Congress has 
reduced the President’s appropriation requests for 1960 on all but 
two appropriation bills, the net effect will actually be a negligible 
change—perhaps even an increase—in expenditures for the year. 
The reason for this is that the significant reductions in appropriations 
will presumably occur in military construction and mutual security, 
which consist principally of long leadtime items, and on which redue- 
tions in obligational authority have no notable effect on expenditures 
until 1 or 2 years later. Reductions in all the other appropriation 
bills were largely offset by the increase in the appropriations for the 
Department of Health, Education, and Welfare. 

As for 1961, there are built-in increases in existing programs and 
legislation already enacted or certain of enactment which will add over 
$2 billion to the budget. Increases in veterans’ pensions, & neW 
program of Government employees’ health insurance, and growing 
expenditures under programs for urban renewal, public works, outer 
space, defense education, the Development Loan Fund, civil aviation, 
and so on, will have a material effect on 1961 expenditure levels. _ 

In brief, we are faced with the strong likelihood of deficit spending 
in 1960 and 1961 unless we take the actions necessary to hold the 
line. 

THE PENDING FEDERAL-AID HIGHWAY ACT OF 1959 


The bill before us differs from the administration’s recommendations 
in these two significant respects: 
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1. It increases the tax on motor fuel by 1 cent for a 22-month period 
beginning September 1, 1959, as against the President’s recommended 
increase Of 1.5 cents for 5 years beginning July 1, 1959. 

9. It transfers from the general fund to the highway trust fund the 
equivalent of a 5-percent tax on passenger automobiles and parts for 
3 years—July 1, 1961, through June 30, 1964. The administration 
has opposed such a diversion. 

Notwithstanding these differences we are willing to accept this bill 
ga temporary measure since: 

1. The additional revenue will solve the financial problem of the 
highway trust fund for the next 2 years without a drastic curtailment 
of the program. 

2. The bill’s proposed transfers from the general fund would not 
take effect until after reports by the Secretary of Commerce on high- 
way costs and equitable distribution of tax burdens are due to be 

wed before the Congress, early in 1961. The proposed diversion 
can be reconsidered at that time and appropriate action taken. 

On this basis, I urge enactment of this bill at this time without 
change. 

Senator Kerr. Mr. Chairman, I make the suggestion that while we 
have Mr. Robbins’ statement before us, that we let him read his 
statement while we wait for Mr. Stans’ statement. 

The CHarrMAN. You go ahead, Mr. Robbins. 


STATEMENT OF LAURENCE B. ROBBINS, ASSISTANT SECRETARY 
OF THE TREASURY 


Mr. Rogsins. Mr. Chairman, and members of the committee, I am 
gad to have this opportunity to present the Treasury Department’s 
views on the financing of the Federal highway program. 

In the highway legislation which it enacted in 1956, the Congress 
established certain policies for the long-term financing of the Federal 
highway program. It determined that the costs of the program should 
be paid by taxes which are in the nature of user-charge taxes. It set 
the rates of these taxes so that revenues would be sufficient to pay the 
expected full cost of the program. By establishing the highway trust 
fund and directing that total expenditures at any time could not exceed 
available revenues, the Congress established the policy of pay as you 
build. 

The Treasury Department strongly supports the principle of pay 
as you build from taxes specifically enacted to pay highway costs, and 
for that reason continues to feel that the best solution of the financing 
problem would be the increase of 1.5 cents a gallon in the taxes on 
motor fuels proposed by the President and urged by him again on 
several occasions. 

It would seem to be unnecessary to review in detail the immediate 
financial problem. The rate of outgo from the highway trust fund is 
greater than the income. The balance in the trust fund at the present 
rate will be exhausted by October, and action is necessary if the States 
are to be reimbursed for work performed and the program is to be 
continued without serious interruption. 

_HLR. 8678 falls considerably short of the President’s recommenda- 
tion. However, by providing a 1-cent tax increase for 22 months it 
does make possible a continuation of the program for several months 





42 HIGHWAY REVENUE ACT OF 1959 


beyond the date on which the reports of the studies of the Department 
of Commerce are to be submitted to the Congress. 

The section in H.R. 8678 providing for transfers of excise taxes to 
the highway trust fund is one which the Treasury Department cannot 
regard favorably. We understand that the main purpose of this 
section is to make possible apportionments for 3 years after 196] 
without suspending the Byrd amendment, but the Treasury has been 
and is opposed, in principle, to the diversion of general revenues for 
specific purposes, and it is our earnest hope that this will not be part 
of the ultimate financing plan. 

To meet the present situation, however, in the realization that the 
Congress must weigh the economic impact of a somewhat diminished 
highway program together with financing plans which are practicable 
and achievable, the Treasury, while not approving H.R. 8678, will 
accept it reluctantly in the hope that as a result of continued study 
and after the Commerce Department’s reports have been submitted, 
a satisfactory plan for permanent financing of the highway system 
can be devised which will eliminate the revenue transfers proposed in 
this bill. 

The CHarrMan. Any questions? 

Mr. Srans. Of course, the committee will bave to, will want toe 
change the effective date, since September 1 has already passed, 
With prompt action, the bill could become effective by September 20. 

The CHarrMaANn. Mr. Stans, what is the amount of the diversion of 
the 5-percent tax on passenger automobiles? 

Mr. Stans. It would begin in fiscal 1962. It would amount in that 
year to $802 million, and in 1963, to $831 million, and in 1964, to $854 
million. That is the total of all the diversions. 

The CHarrMan. That comes about by diverting one-half of the 
10-percent tax on passenger automobiles and parts? 

Mr. Stans. And five-eights of the tax on parts and accessories. 

The CuarrmMan. Now, Mr. Stans, the question has been discussed 
here this morning as to what brought about this crisis that confronts 
us. Is it your opinion that this is due to the suspension of the pay-as- 
you-go amendment? 

Mr. Stans. As a dollar and cents matter, that is exactly the case, 

The Cuarrman. Mr. Tallamy testified on June 22 before the Ways 
and Means Committee. He said: 

An action by the Congress at this session regarding the temporary increase in 
trust funds would result in the following: 

First, a 9 months’ stoppage of all contracting for new highway construction and 
right-of-way acquisition. 

Does that stem back to the suspension of the pay-as-you-go amend- 
ment? 

Mr. Stans. Yes. 

The CHarrMan. He made another statement: 


Second, the delayed payment of many vouchers submitted by the States for 
reimbursement of money already expended by them for outstanding contracts. 


Is that due to the suspension of the pay-as-you-go amendment? 
Mr. Stans. Yes. 
The CHAIRMAN (reading): 


Third, nearly cut in two the total interstate highway construction authorized 
for fiscal years 1960 through i963. 
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Js that due to the suspension of the pay-as-you-go amendment? 

Mr. Stans. Yes. When I say it is due to the suspension of the 
Byrd amendment, it is due to that fact plus the increased authoriza- 
jons that were in the same bill. 

The CHAIRMAN. If they hadn’t suspended the so-called pay-as-you- 

amendment, we would not have this situation confronting us where- 
Stare is great pressure brought to bear to increase the gasoline tax. 

Mr. Stans. That is as I see it, that is correct. 

Senator Gore. Will the chairman yield there? 

The suspension of the Byrd amendment permitted apportionments 
io be made irrespective of the amount of funds appearing in the trust 
fd. Those apportionments were made in conformity with the 1956 
yt. Those apportionments for the Interstate and Defense Highway 
System have not yet resulted in expenditure, so when Mr. Stans makes 
the statements he just made, like Mr. Tallamy, he is telling only part 
of the story. 

The apportionments that were made 1 year ago to the Interstate 
System have not resulted in any disbursements by the Federal Gov- 
emment. As the able chairman knows, it requires a period of approxi- 
mately 2 years after apportionments for States to make surveys, to 
let the contracts, for the contracts to be performed, vouchers to be 
submitted to the Federal Government for reimbursement. There- 
fore, this is only part of the story. We probably would have this 

blem today villiont the 1956 act. 

Mr. Tallamy testified that 

Senator Kerr. The 1958 act. 

Senator Gore. Mr. Tallamy testified, and you heard him, Mr. 
Stans, that irrespective of the 1958 act, the Congress and the country 
and the Bureau of Roads would be faced with a slowdown and a 
stretchout without action. 

In many respects we face the same situation now that we faced a 


| yearago. It was made more acute by the acceleration of theABC 


programs which have resulted in disbursement. I believe I have 
made a correct statement. 

Mr. Stans. Senator, I just must respectfully disagree, and I think 
itwould be helpful if we took up the points one by one that you have 
made. 

The highway trust fund was fiscally sound, and no apportionments 
had been made to the States prior to the enactment of the 1958 act. 

The trust fund would have been able to meet all of the commit- 
ments that had been made under previous apportionments. Now it 
8 true, as the Senator says, that the program may not under the 
available funds have proceeded as rapidly as the original schedule. 

Senator Gore. On schedule. 

Mr. Stans. But what I am saying, and I hope this is clear, is that 
the action of the Congress last year in increasing the apportionments 
8 the direct cause of the fact that we are now unable to make any 
apportionments, and of the fact that we are now shortly going to be 
out of money. 

Senator Gore. Is it not true, Mr. Stans, that had there been no 
1958 act, there would not have been sufficient funds in the trust fund 
tither then or now to make apportionments to keep the highway pro- 
gram on time schedule of the 1956 act passed by the Congress and 
signed by the President? 
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Mr. Stans. That is correct, but I submit, sir, that is a different 
matter. 

Senator Gore. I submit it is a part of the same matter. 

Senator Bennertr. Mr. Chairman. 

Senator Byrp. Senator Bennett. 

Senator Benner. As one of the few men who stood with the chai. 
man in defending the Byrd amendment in the 1958 act, isn’t it fair 
to say—— - 

Senator Kerr. In the 1956 act. 

Senator Bennett. Yes, but I mean when it was eliminated in the 
1958 act. 

Isn’t it fair to say that the reason for the Byrd amendment was to 
provide that if and when we faced the situation in which there was 
not money. in the trust fund to require a stretchout, or some other 
device to keep the fund solvent, and from that point of view, I don't 
tbink—this is just my personal opinion—I den’t think it is fair to say 
that the 1956 act obligated the Bureau of Public Roads to continue 
the program on schedule. 

I think the effect of the Byrd amendment was to serve notice on 
the Bureau of Public Roads “If you haven’t got the money you have 
got to slow up the schedule.”” Isn’t that a fair statement, Mr. 
Chairman? 

Senator Byrp. That is a fair statement. It would give the Congress 
a chance to consider the matter calmly instead of being forced to do 
something now that perhaps many of us don’t want to do, because 
they have already allocated the money and let the contracts. Natu- 
rally those contracts when they are performed by the contractors, pay- 
ments must be made. If we stay within the pay-as-you-go amendment, 
that situation would not have arisen. 

Senator Bennetr. Couldn’t we have known when we passed the 
1958 act that we made a situation like today’s situation inevitable, 
when we took the Byrd amendment off? 

Senator Gore. It was already inevitable. 

Senator Bennett. It seems to me under the 1956 act the Bureau 
had the responsibility to slow down the program if it didn’t have the 
money. When we lifted the Byrd amendment and said “You've got 
to go ahead and make the apportionment whether you have got the 
money or not’’, we inevitably created the situation we face today, 
when we knew in advance we were not going to have the money. 
We went ahead on that basis. Now we've got to meet and provide 
the money to make up the deficit, and it seems to me it is just that 
simple. 

Mr. Stans. That was pointed out by the President in his signing 
statement when he signed the bill in 1958. 

Senator Kerr. I want to get the rest of the act that we are os 
about. Isn’t there in the statute somewhere, if you or your counse 
will please find it for me, a statement to the effect that one of the 
purposes of the Byrd amendment is so that Congress will have in- 
formation as to whether the expenditure and income of this fund 
were in balance, and if it were not to do what is necessary to put 1tm 
balance? 

Mr. Stans. Yes. 

Senator Kerr. Perhaps Mr. Enfield can help me on that. 
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feren, | Mr. Enrrevp. I think you have reference to the provision of the 
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fighway Revenue Act of 1956 which is 209; 209(b) declares a policy. 


jt says: 

Itishereby declared to be the policy of the Congress that if it hereafter appears 
1) that the total receipts to the trust fund exclusive of advances under subsection 
4) will be less than the total expenditures from such fund exclusive of payments 
| der such advances, or (2) that the distribution of tax burden among the various 
| asses of persons using the Federal aid highways or otherwise deriving benefits 
‘tom such highways are not equitable, the Congress shall enact legislation in order 
bring about a balance of total receipts and total expenditures for such equitable 
jstribution as the case may be. 

Senator Kerr. Yes, that is the language that I also was looking 
or. I remember some such language in the bill, and if I understand 
‘it, it was the declared policy of the Congress that if the total receipts 
iyere less than the total expenditures, that Congress shall enact legis- 
tion in order to bring about a balance of total receipts to total 
apenditures. 

hat is in the same act that says they will not spend it until they 
vet it, isn’t it? 
“Mr. Stans. Yes. 

Senator Kerr. So that we are operating under all of the law and 
wot just the Byrd amendment, aren’t we? 

Mr. Stans. I understand that we are, sir. 

Senator Kerr. And the action of the Congress here last year in 
weelerating the program was in order to bring the construction up to 
the schedule set forth in the 1956 act, wasn’t it? 

Mr. Stans. Mr. Tallamy replied on that. 

Senator Kerr. That was your testimony, wasn’t it, Mr. Tallamy, 
wide from the increase in the ABC apportionment? 

Mr. Tauuamy. Yes. 
| Senator Kerr. So that the Congress in the exercise of their judg- 
ment saw fit to accelerate the program, mindful I’m sure of all the 
provisions of the law or one which said they couldn’t pay it out unless 
they had it. Another which said that if the expenditures got to 
where they were greater than the receipts, that the Congress shall 
mact legislation in order to bring about a balance of total receipts 
md total expenditures, and that is the purpose of this act, isn’t it? 

Mr. Stans. Yes, sir, but may I point out that at the time the 
Congress last year increased these authorizations, it also specifically 
waived the Byrd amendment for a period of 2 years. 

Senator Kerr. It specifically waived that part of it which said 
that they could not authorize or obligate the expenditure until they 
had the money in the trust fund. 

Mr. Stans. They couldn’t apportion it until the moneys were in 
the trust fund. 

Senator Kerr. Do you think that was an act of irresponsibility, 
Mr. Stans? 

Mr. Stans. Certainly not. I think it was a very responsible act 
put the Byrd amendment in the bill in the first place. 

Senator Kerr. Do you think that the act of last year had any less 

ity or significance than the act of 1956? 

Mr. Stans. I certainly assumed that it was the prerogative of the 

ngress, but it left these disturbing financial repercussions. 

Senator Kerr. The President approved the act, didn’t he? 

Mr. Stans. He signed the bill. 
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Senator Byrp. Senator Frear? 

Senator Frear. I have no questions. 

Senator Byrp. Senator Williams? 

Senator Anderson? 

Senator Douglas? 

Senator Dove.as. This bill provides for an increase in the Federal 
gasoline tax from 3 to 4 cents. Is there an increase in the tax on 
diesel fuel? 

Mr. Srans. Yes. 

Senator Doveias. How much is that increase? 

Mr. Tatuamy. The same thing. 

Mr. Rossrns. This is an increase in the tax on motor fuels, That | 
is the way it is referred to in the act. 

Senator Dovatas. From 3 to 4 cents and that applies to diesel fug 
as well as on gasoline. Is there an increase in the tax on lubricant, 
lubricating oil? 

Mr. Stans. No. 

Senator Dovetas. What is the present tax on lubricating oil? 

Mr. Stans. Six cents a gallon. 

Senator Doucias. How much does it yield? 

Mr. Rossins. The estimate for fiscal 1961 is $74 million. 

Senator Douaias. May I ask why you didn’t increase the tax on 
lubricating oil? You increase the tax on gasoline by one-third from 
3 to 4 cents. Why didn’t you increase the tax on lubricating oil from 
6 to 8 cents? That would have raised $24 million. 

Mr. Stans. The lubricating oil tax does not go into the highway 
trust fund. It goes into general revenues. 

Senator DovGias. Why did you put it there? 

Mr. Srans. It is not there now. That is my answer, sir. 

Senator Dovuaias. Would you recommend it being put in? 

Mr. Srans. No. 

Senator DouGias. That would raise 72 plus 24, 96 million. 

Mr. Stans. The administration and the President have consistently 
opposed the transfer of existing general fund revenues into the high 
way funds. 

Whatever we do there increases our problem in the general fund. 

Senator Dove.as. It seems to me anomolous that you turn over 
the gasoline and diesel fuel taxes to the highway fund but don’t tum 
over lubricating oil receipts. 

Mr. Stans. All I can say, sir, is that it was an anomoly created by 
the original act. 

Senator Doveras. Mr. Chairman, I suggest there is $100 million 
lying around here that we might pick up, even if we were to allow 
the existing $72 million to remain in the general fund, we could at 
least take a $24 million increase and put it there. 

Mr. Rossrns. I think the main reason why lubricating oil was 
not treated in the same way as motor fuels in the first place was thet 
such a large percentage of lubricating oil was not going into automotive 
use. It is used in industry. 

Senator Dovetas. What portion of it? 

Mr. Rossins. I haven’t those figures, but I would think it was—— 

Senator Gore. Approximately one-half, I think. 

Mr. Rossins. Yes. 
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Senator Doucitas. Now in committee in the House there was 
ijed an amendment in which it was stated that it is the policy of 
ess to take over from the States the various State toll roads 
stich have been constructed. ‘That was eliminated on a teller vote in 
je House yesterday by I believe 170 to 84. What is the position 
eder] Ij the administration on that? 
tax on § Should this amendment be reinstated or should it be allowed to 
yt where it is? 

Mr. Stans. The administration proposes that the amendment not 
considered in this bill: the bill as passed by the House be passed 
iy the Senate. 

Senator Dove.as. Mr. Stans, I always marvel at the way you can 
dift the center of attention from authorizations to appropriations, 
fom authorizations, appropriations and expenditures to suit the 
urticular purpose that you have at hand. 

You realize of course that the Congress has already cut the Presi- 
jat’s appropriations by 402 million, cut the President’s requests for 


. 














el fuel 
‘icant, 





? ailitary appropriations probably $200 million more, foreign aid will 
cut by $1.2 billion so that we are going to cut the President’s 
indget by 1.8. You also realize that we are cutting his new obliga- 
jonal authority outside the appropriating process by about $800 

1X on fpilion, so that we are going to cut the estimates of the admlnistra- 

from jion by well over $2 billion. 


from | But now you are saying that doesn’t count because it does not take 
idect this coming year, although in connection with housing you 

hway Jaid that it wasn’t the appropriations in the current year that mattered 
jut the authorization up to the year 2,000 that mattered. 

So as I say, I think you are shifting the field of battle. But on 

his question as to toll-road expenditures in a given year, even though 

ppropriations have been made, that lies within administrative dis- 

metion, does it not, and if you think that the Government is being 

ympted to deal and expend money in excess of receipts, this tempta- 
ently Jion can be avoided by the simple device of the administration not 
high- }yielding; isn’t that true? 

Mr. Stans. I wish it were that simple, sir. It really isn’t. We 
nd. fiave too many reasons for spending the money that the Congress 
over fiss appropriated. 
turn | Senator Dova.as. I notice that you are always ready to cut down 

m expenditures for welfare activities. I would like to see you cut 
dby Jdwn on some of these construction activities, too. Possibly foreign 
_ iid could be reduced, too. 
lion | Mr. Srans. Might I answer the Senator’s first comment about 
llow | sifting the point of view of the subject of discussion. I am merely 
dat |mking the point here, Senator, that the reductions made by the 

*ngress in appropriations this year, and my figures are somewhat 
wa fiiferent from yours, but I don’t think that is pertinent to the point, 
that donot help the-—— 
five | Senator Dovauas. I have a Congressional Record which keeps the 
lox score each morning. 

Mr. Stans. May I submit, Senator, that I reluctantly must say 
that I disagree with the box score appearing in the Congressional 
Record? 

Senator Dovetas. I wish you would file for the record, and I will 
sk-to have it included in the Congressional Record, what you think 
SWrong with this. 
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(When received the material will be made a part of the Comittee 
files. ) 

Senator Bennerr. Are we here to discuss the tax bill? 

Senator Doveuas. I admit this is somewhat extraneous but the 
Director of the Budget brought it up and I carry on a little subtl. 
propaganda and I thought that since he did it was proper for me tg 
reply. 

Senator Bennerr. May the Senator from Utah make the poini 
that we are here only under sufferance from Oregon who gives us uti] 


1 o’clock to operate. Thereafter we may not operate, and I think | 


we have had a very effective filibuster this morning to prevent the 
committee from considering the bill, and I think that ought to be put 
into the record. 

Senator Dove.as. Did the Director of the Budget bring up this 
statement? 

I would not have mentioned this had it not been for Mr. Stans 
raising this, sir. 

Mr. Srans. I’m sure Senator, it was you who raised the subject and 
I think the record will show that. 

Senator Douaias. May I read your statement? 

Mr. Srans. I’m sorry, I was referring to the Congressional Record 
when I said that. 

Senator ANpeRSON. The Congressional Record was referred to be- 
cause of what you said. 

Mr. Stans. Yes, I understand that. 

Senator Dove.tas. Although Congress has reduced the President's 
appropriation on all but two appropriation bills, the net effect will 
actually be a negligible change, perhaps even an increase in expendi- 
tures. 

The reason for this is significant reduction in appropriations, mutual 


security which consists of long leadtime, and on reduction in obliga- | 


tional authority which will not affect expenditures until 1 or 2 years 
later. Reductions in all the other appropriations bills were largely 
offset by increases in the appropriation of the Department of Health, 
Education, and Welfare. In 1961 there are built-in increases in the 
program, increases in veterans’ pensions, and a new program of Goy- 
ernment employees’ health insurance, growing expenditures—I went 
into that simply because the Director of the Budget though he wasn’t 
testifying on those subjects, brought these items in. 

Senator ANDERSON. What connection does that have with road- 
building? 

Mr. Stans. That is what I have been hoping to be able to say for 
the last 5 minutes, Senator. Just this. If we don’t have legislation 
that produces some revenues for the highway trust fund, the high 
way trust fund will be in default by a very substantial amount of 
money, about a half billion dollars this year. 

In that case the only source to look to to relieve the Government's 
promises is the general fund. 

I am making the point, and I believe it to be correct, that the 
general fund is in jeopardy this year. 

We are probably going to have an unbalanced budget this year 
even with the highway fund on a self-sustaining basis. 1 was 
a further point simply to clarify the matter in the minds of anyone 
that the appropriations reductions made by the Congress this yeat, 
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Miter Id 1 don’t question the desirability of them at all, had no effect of 
uy consequence on expenditures in 1960. And I make that point 
ply because it is the relationship between revenues and actual 

Ut the Iapenditures that determines whether we have a surplus or a deficit 

Subtle |i the fiscal year. 

me to | Senator McCartuy. Will the Senator yield to me for a question 
it this point? 

Point | Senator Dova.ias. Yes. I am through with my questioning. 

Sunt] | Senator McCarruy. Mr. Stans, in the statement which Senator 

think }Pouglas just read you have made reference to the fact that some of 

nt the | ¢ese reductions don’t mean much because they are long-term in the 

De put dbligational authority. You make particular reference, however, to 
the appropriations for Health, Education and Welfare. Now within 

P this | ihe last 2 weeks the President vetoed the publie works bill. This is 
me of those involving long-term obligational authority, is it not? 

tans | Mr. Srans. Yes, pretty much so. 
Senator McCartuy. And you put great stress upon the figure of 
band | $90 million although much of this would not be spent for many years. 
| Yet the administration did not feel the appropriation for Health, Edu- 
cation, and Welfare which involved an increase of $250 million, most 
ecord | of which I assume you intend to spend in 1961 or 1960. Why did you 
‘veto the one and not veto the other since the point of balancing the 

0 be- | budget seems to be so important? 

Mr. Stans. The increase in HEW appropriation will not affect ex- 
pnditures in 1961 to a proportionate extent because a considerable 
lent’s | smount of that increase was in construction as well. 

twill |} Senator McCarruy. But you say in your statement here that this 

endi- | increase will have a material effect on the 1961 expenditure level. 
Now you say it will not. 

ntual | Mr. Srans. I didn’t say that it would have a material effect on the 

liga- | 1961 expenditure level. 

years Senator McCartuy. You say “‘increase in expense, defense, educa- 

Y tion, Government health insurance.” You refer to the increase in 
» the appropriation to the Department of Health, Education, and 
| the Welfare? 

w0v- | Mr. Stans. Yes. I refer merely to that. 

went Senator McCartny. These reductions were offset you said by this 
appropriation, which clearly indicates that you expect or you want us 
to spend this in 1961. 

ond. r.Srans. I had no such intention and I hope the statement 
doesn’t convey that thought. I am merely saying that the reductions 

for in appropriations made by the Congress were in two specific appro- 

tion priations by and large, because all of the other smaller appropriations 
| were reductions offset by an increase in HEW. 


t of | Senator McCarrny. But this wouldn’t have any significant effect 
t anyway. 
ate fr.Srans. I am merely analyzing this matter, because I think 


it would be helpful to this committee to understand the physical 
the | situation of the Government in considering this particular piece of 
legislation. 
: Senator McCartruy. That in turn the effect on the budget you 
ing would say, that neither the increased appropriation for Health, 
one | Education, and Welfare or the increased appropriations for public 
at, works would have any significant effect on the budget. 
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Mr. Stans. On the 1962 budget the two together would have | (Che 


effect of about $100 million. Sena 
Senator McCartruy. Why did you veto the one and not Veto the | wintrol 
other? Sena 
Mr. Srans. Senator, I don’t veto a bill. That is the Presiden’, | Sen 
judgment. Sens 
Senator McCartuy. Why do you advise? Could you explain yy | Sent 
your administration, the administration of which you are q : ilegal 


vetoes one and not the other, since both included nonbudgeted itegs | Sent 

Mr. Srans. I can’t explain all of the reasons in the Presiden } nd th 
mind for vetoing this bill, but I am sure that it was the basie hump | Mr. 
consideration that health and education and welfare are the king | qhe: 
of things that in the present fiscal situation in government are Possibly | trust fe 
more important than public works? 


. - r: . © ane t 
Senator Kerr. Will the Senator yield? o 
Senator McCartuy. Was the President not concerned about they that t 


things when he drew up the budget? Sen 
Mr. Stans. Certainly he was. 1 Mr 
Senator Kerr. I think in justice to the record that he recommenda | < 


: 

t 
veto of both. That is my understanding. on 
Senator McCarruy. Mr. Stans did. 1 Son 
Senator Kerr. I think in justice to him, he recommended vetoing fol 
both. iaag 
Mr. Stans. I would rather not comment on that. We 
Senator Byrp. The hour of 1 o’clock has arrived. We cannot | 
legally sit even for a few minutes. |. Ser 
Senator Krerr. Mr. Chairman, I move we go into a short illegl | 
executive session. lo we 


Senator Byrp. The Chair is unable to say when we can reconyen | > 
but there will be another public session. Senator Gore has a proposed | > 
amendment. made 

Senator ANp»eRsON. Is it not true that while we are not legally | ask | 
sitting, there is no rule of the Senate that keeps us from taking test | We 


mony? It only keeps you from taking votes. wont 
Senator McCarruy. We cannot keep any official record. Ne 
Senator Kerr. We can continue on an informal basis. reall 
Senator Byrp. We can’t take the testimony. M 
Senator ANpeRsoN. You certainly can take it down. It is dome | Com 
every day in the year. state 
Senator Kerr. What we can’t do is take official action. is tl 


Senator Gore. I think this is one of the most important issues | poss 
come before the Congress this year. We can’t deal with it summarily, | & 
It requires attention and consideration and a public record should be | dise 
made. } men 

Senator Anperson. The Senator from Tennessee knows that yol | \ 
can make a public record. We ought to finish with these two wit | that 
nesses I would think, and then do what you wish. | § 

Senator Gore. I understood from the chairman that we could not | isg 

Senator Byrp. I have no objection, but he was informed as he } tion 
understood it by Senator Johnson over the telephone, that we could | T 
not meet-legally after 1 o’clock and take down the record. | tha 

Senator Kerr. I make a motion that we remain in session fors |} 
brief period of time illegally. brit 

Senator Byrp. All in favor of meeting illegally, say ‘aye. ‘ 


” 
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ave gy | (Chorus of “ayes.”’) 
Senator Gore. That would put us in the same status of contract 
eto th }ntrol. = | 
Senator Kerr. Is the Senator from Minnesota finished? 
‘ident’; | Senator McCarruy. You finish. 
Senator Kerr. I just made that one observation. 
in why Senator Byrp. The Senator from Minnesota may proceed on an 
+ art, jiegal basis. 7 
‘item, | Senator Gore. I would like to ask one question of Mr. Robbins 
ident ‘md then yield temporarily to my colleague from Minnesota. 
human | Mr. Robbins, in your statement, you say: 
| kinds The section in H.R. 8678 provided for transfer of excise taxes to the highway 
ossibly tust fund is one which the Treasury cannot regard favorably. 
Yet you endorse the bill? 
Mr. Rossins. It is explained later on in the statement, by saying 
thee | pat this is not what we want. 
Senator Gore. I understand. 
Mr. Ropsins. But we accept it. 
ended | Senator Gore. But you do endorse the bill? 
Mr. Ropsins. We accept it; yes. 
. | Senator Gore. Now this second sentence in that paragraph reads 
oig | 55 follows: 
| We understand that the main purpose of this section is to make possible appor- 
| tonments for 3 years after 1961 without suspending the Byrd amendment. 
} Senator Byrp. We are discussing procedure. 
leg] | Senator Gore. That is all right, I don’t object. I just don’t want 
to waste my time. 
ven, | Senator Byrp. We are listening. Go ahead. — j 
nosed Senator Gore. I was reading a statement which Mr. Robbins has 
made which in my view is incorrect, and unsupportable and I want to 
gally sk him about it. It refers to the suspension of the Byrd amendment: 


testi- 


We understand that the main purpose of this section is to make possible appor- 
tionments for 3 years after 1961 without suspending the Byrd amendment. 

Now will you be so kind as to say to the committee whether you 
rally mean to say that, and if so why? 

Mr. Rossins. The discussion in the House Ways and Means 
done | Committee at the time that this proposal was made is the basis for my 
statement that our understanding of the explanation of the proposal 
s that the proposed diversion of revenue was in order to make it 
310 | possible to make apportionments within the expected revenue. 

7 Senator Gore. I notice that you make this statement about some 
discussion in the Ways and Means Committee. Is it a factual state- 

ment or is it not? 

yot | Mr. Rossrns. It is my understanding of it, sir, the understanding 

wit | that the Treasury Department has. 

Senator Gore. Will you take the bill and show us just how this 
hot | 8 going to apply to permit apportionments, to make possible appor- 
he | tinments for 3 years after 1961? 
vuld That is 1962, 1963, and 1964. Will you be so kind as to show us 

that? | 
ra Mr. Rossrns. I don’t know that there is anything in the bill that 
brings that out. 

Senator Gore. Then why do you make the statement. 
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Mr. Rossins. The apportionments will be made in 1959 and should 
be made now for the fiscal 1961, apportionments will be made at som, 
time during the 1960 period for fiscal year 1962, and the following 
years in a similar way. 

» Senator Gore. But the statement you make here is with reg 
the 3 years after 1961, and will you be so kind as to either shoy 
that this is a correct statement and how it is correct, or say thatit 
a misunderstanding. I would appreciate it. 

Mr. Rossins. The bill provides for these transfers for 3 Vears 
following fiseal year 1961. 

Senator Gore. When do the gasoline taxes end? 

Mr. Rossins. June 30, 1961. 

Senator Gore. Apportionment depend upon what? 

Mr. Rossins. Under the Byrd amendment? The Byrd amend. 
ment governs expenditures that are expected to be made for the Years 
that are affected. 

Senator Gore. In the first place apportionments are based upon the 


to 
. 
8 


amount of money in the fund and which the Secretary of the Treagyry | 


calculates to be in the fund according to law at a given time. 

Mr. Rossrns. I think the law requires the Secretary of the Treasury 
to certify that the expenditures be made under the apportionments 
will be within the revenues available in the trust fund. 

Senator Gore. Is it not true, that the transfers and levies contained 
in H.R. 8678 are for the purpose of making limited apportionments 
available for 1961 and 1962? 


Mr. Rossins. The increase in the motor fuels tax is for the purpose 


of making limited apportionments for 1961 and 1962. 

Senator Gore. So are the transfers. 

Mr. Rossrns. The transfers are to cover apportionments to be 
made for the years following 1961. 

Senator Gore. I don’t want to press the point. 

(Discussion off the record.) 

Senator McCarruy. I would like to take up the question I raised 
before yielding to the Senator from Tennessee. I understood you said 
the increases which Congress has voted in appropriations for the next 
fiscal year, would if taken altogether in actual appropriations amount 
to about $300 million. 

Did you say that the actual appropriations would not amount to 
much over $100 million? 

Mr. Srans. I’m sorry, the gentleman has me confused with both 
figures. I don’t recall saying either one. 

Senator McCarruy. I was asking you about the increased appro- 
priation for health, education, and welfare. You said the actual 
expenditures for the next fiscal year would not come to the full $259 
million. 

Mr. Stans. I said speaking of those two bills alone, the approprit- 


tions for health, education, and welfare and the appropriations for | 


public works, that the expenditure effect in 1960 would be about 
$100 million. 

Senator McCarruy. Taken altogether? 

Mr. Stans. Those two bills together. 

Senator McCarruy. And yet you said in your testimony that 
the reductions which the Congress had made would have the n 
gible effect, and that altogether there might even be an imere 


aspen 
ie Ce 
$100 n 
Congr 

Mr. 
gmy 
in 196 


eur 


i millio 
} Mr 
! Sen 


Cong 
$100 
M1 
to th 
mom 
Sel 


 wors 
} mate 


expe 


»e 


th 
Se 
for 
' wi 








HIGHWAY REVENUE ACT OF 1959 53 


d shoul gpenditure. In other words is it your opinion that the reductions 
At some 


je Congress has made would not offset what you estimate to be a 


ollowing $100 million increase in expenditures as a result of the increases which 


fongress has made? 


‘pets Mr. Srans. That is correct. Taking all of the appropriations it 


smy estimate that there will be a very small decrease in expenditures 


hatit iy |) 1960. 


Snator McCartuy. We decreased—if we decreased the mutual 


3 Yeas Iycurity appropriation by $1 billion there would be less than $100 


Amend. 
e Years 


DON the 
‘easury 


Inilion reduction in expenditures the next fiscal year. 

Mr. Stans. That’s correct. 
| Snator McCarruy. Altogether all of the reductions made by 
Congress will not in practical effect reduce expenditures by less than 
$100 million? 

Mr. Stans. That is the estimate and I will be glad to put a table 
io that effect in the record representing our best estimates as of the 
moment. 

Senator McCarrny. I would like to have that estimate. Then at 
| yorst Congress will not increase expenditures—by what do you esti- 


» 


‘easury | mate that reduction in amount? How much would the actual 
iments | expenditures 
' Senator Byrp. Will the Senator vield for a moment? We have 
tained | gotten word from the majority leader that even taking testimony is 
iments | illegal. 
| would suggest that the Senator from Minnesota finish out his 
urpose | present line of questioning and he can resume it when we sit legally. 
Senator McCartrnuy. Since we have been illegal up to this point, 
yhat is the estimate of reduction that can be brought about as a 
to be Prsult of the reduction in appropriations which the Congress has 
approved ? 
Mr. Stans. For fiscal 1960 it is my estimate that there will be 
practically no reduction in expenditures as a result of congr ssional 
raised | action in the 1960 appropriation. The reduction in expenditures 
usaid | which results from cutting the appropriations will occur in 1961 to 
p next | ome degree and in a larger degree in 1962 and 1963. 
nouns | Senator McCarrny. Yet the increases which Congress has ap 


int to 


both | 


ppro- 
tual 
$259 


pris 
s for 


bout 


that 


proved, you say that almost 50 percent of that will be reflected in 


increased expenditures in the next fiscal year? 

Mr. Stans. Yes. I would like to make this clear. 

The reductions are pretty much in items that have a long leadtime, 
that take 2 or 3 years tospend. The increases in defense are partially 
mmilitary personnel, in HEW, for medical research, and those items 

| fend to go out that much faster. 

| Senator McCarrny. But these expenses will be accelerated and the 
| administration now believes that the congressional increase in appro- 
| priations for health, education, and welfare seem to be nec ssary to 
| Meet the needs. 

| It means you are going to spend the money. 

Mr. Stans. No: I don’t mean that, that is subject to the statement 
the President signed at the time he signed the bill, which directed the 
Secretary of Health, Education, and Welfare to be sure that the money 

| for medical research was not spent at a rate in excess of the rate which 


| would really be productive. 
|} Senator McCarruy. Mr. Chairman, I will rest at this point. 


; 


’ 
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Senator Byrp. We will resume as soon as Mr. Morse allows US to Se 
Mr. Rogsins. Mr. Chairman, may I make a very minor COFTeCtigy ther 
in a statement I made in answer to a question of Senator Douglas { had 
the record about lubricating oil? I said that the estimate for 196] y,| Inte 
$74 million. It is the estimate for 1960. ” jmp! 
(Whereupon, at 1:15 p.m. the hearing was recessed, to reconvene x} v8" 


3:15 p.m. of the same day.) | In 
had 

AFTERNOON SESSION | WM 

| of tl 


The Cuarrman. The committee will come to order. Senator Gon, | whe 
dc you have any further questions? | 
Senator Gore. The Senator from Minnesota was questioning | regs 
Howeyer, I will be glad to proceed. . 
Senator Byrp. Do you want to present your amendment now ay 
discuss it? 
Senator Gore. I want to ask a few questions first. Mr. Stans,» } you 
you acquainted with the recommendation of the administration sub. | mo 
mitted on March 11 of last year with respect to the highway program) | of | 


STATEMENT OF MAURICE STANS —Resumed } 


Mr. Srans. Generally, but I don’t have the specifics in mind, | the 
don’t have a copy of it here. ) 
Senator Gore. Are you aware that in this recommendation th! py 
President recommended that the Byrd amendment be suspended fe | yo 
3 years? 

Mr. Stans. Yes. 

Senator Gorr. Then when the Congress acted in 1958 in suspending 
the Byrd amendment, it not only acted with the approval of th Hi 
President but upon the recommendation of the President. thi 

Mr. Stans. Yes. They increased the apportionments beyond thog | mi 
which the President had in his request by, I believe, a considerabk| 
amount, but there is no question the President had recommended m 
increase in the highway program last year, and I believe —— 

Senator Gore. I am not complaining about it. I just didn’t quite 
get the point why you were making so much of the fact this morning 
that the Byrd amendment was suspended for 1 year when the Pres 
dent recommended that it be suspended for 3 years? 

Mr. Srans. I think actually it was suspended for 2, but I am not 
here, Senator, for the purpose of pointing any fingers or anything like 
that. Just to say that the action taken last year does result in the f 
financial predicament which the President and [ am sure the Members 
of the Congress understood last year would have to be dealt with thi | i 
year. ; h 

Senator Gore. And in doing so, the President approved the action, | 
though he had recommended that it be suspended for a longer perio | 
than the Congress suspended it for. li 

Mr. Stans. Senator, offhand I am not sure whether I recall whether | 
his recommendation was for 1 or 2 or 3 years. rl 4 


4 


Senator Gore. I give you my recollection that it was 3 years. | | 
would assume that is correct. 
Mr. Stans. I would accept that. 
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Senator Gore. I don’t wish to belabor the point but it seems to me 
there was no point in belaboring it in the first instance. Congress 
had acted to continue the highway program on schedule as to the 
Interstate System, and had acted to accelerate the construction and 
improvement of highways on the primary, secondary and urban 
gystems as a means of relieving severe unemployment. 

"In so doing it will obviously have an effect in future years as it has 
had an effect now. 

Mr. Chairman, I only cite this to indicate that much ado was made 
of the fact that the Congress had brought us into this terrible dilemma, 
when in fact the Congress acted upon the recommendation and with 


| the support and concurrence and approval of the President in this 


regard. % ; 4 
Senator Butter. Will the Senator yield? 


Senator Gore. Yes. 

Senator Butter. Was that the testimony of Mr. Stans? I thought 
you said that the President had asked for a suspension but on a very 
modest basis, and then the Congress had greatly increased the request 
of the President, and had given more, much more than he had asked 
for. 

Mr. Stans. That is true. 

Senator Bur er. I think we ought to have both figures. What did 
the President want and what did he finally get? 

Mr. Stans. I don’t have them and my memory doesn’t cover them, 
but I am sure that Mr. Tallamy who is here, could supply them right 
now. 

Senator Gore. I have copy of Mr. Rothschild’s testimony in which, 
on page 596 he read from the President’s message as follows: 

In the next few days the administration will ask the Congress to amend the 
Highway Act to suspend certain expenditure limitations for 3 years. If enacted, 
this amendment will permit apportionment to the States of an additional $2,200 
million of Federal funds, all of which will be placed under contract during the 
calendar years 1958 to 1961. Adoption of this amendment will permit the appor- 
tionment during each of these years of a total of $2,200 million of Federal funds 
for interstate-highway construction alone. 

Senator Butter. If that recommendation had been carried out, 
would this bill be necessary? 

Senator Gore. Yes. 

Senator Burter. I mean to what extent, Mr. Stans? If you had 
carried out the recommendations of the President to make it $2,600 
nillion over a period of 3 years, what is the difference between that 
wane and the program that has been approved by the Congress 

t year? 

Mr. Stans. Senator, that is an intricate computation. All I can 
say at the moment is we would be short of money and we would not 
be able to make the apportionments to the States at this time, even 
if the administration bill had been adopted. 

Senator Burter. And you would need the cent increase in the gaso- 
line tax to cover that? 

Mr. Stans. We might not need a cent. I think a little less than 
that would do it, 

Senator Butter. Do you think a half a cent would have done it? 

Mr. Stans. It depends upon what is done after the first 2 years 
for which the 1 cent applies. 
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If the same provisions were to be considered as are in this bill for 
the diversion of revenue after the first 22 months, it is possible that 
a half cent or three-quarters of a cent would have been adequate to 
cover the administration recommendation. 

Senator Butier. Inasmuch as the question was raised, I thought 
the record should be complete on the point, and I have no further 
questions. 

Senator Gore, I say to the Senator from Maryland that I saw no 
point in the question being raised thts morning, but so much point 
was made of it that I thought the record should be complete, 

Senator Butter. Then I thought it should be amplified so now ] 
guess we are all happy. 

Senator Gore. That is fine. The action of the Congress last year 
is not solely responsible for the predicament we are in, 7 

We would have been in a similar predicament if the Congress had 
not passed the act and I think Mr. Stans and we all agree now and 
I am willing to forget the subject if you are. 

Mr. Stans. I think the problem is how do we finance what we 
committed ourselves last year to do? 

Senator Gore. The problem is not only financing the commitments 
already made, but the problem is also to provide for apportionments 
in order that the highway program continue. And in that connection 
I raised some questions with Mr. Tallamy this morning as to when the 
program would be completed. My tables of calculation now indicate 
that the highway system will not be completed under the proposed 
program until 1977. Do you agree with that, Mr. Tallamy? 

Mr. Tautamy. That is pretty close to the thing, yes. I think I 
would agree to it, between 1976 and 1977. 

We will split the year and then I will agree with you. 

Senator Gore. We won’t fuss about that. Mr. Stans, I find that 
in your testimony before the House that you recommended the gasoline 
tax as being not only the easiest way to collect this money, maybe I 
should say to extract it, but the most equitable way. Now how did. 
you arrive at a Federal sales tax on gasoline which is already the 
heaviest taxed essential commodity, in some States being taxes 100 
percent of the refinery cost, is an equitable tax? 

Mr. Srans. It follows the principle which I believe the Congress 
has enunciated and applied in the past, that the users or the bene- 
ficiaries of a special service of Government should pay for it. 

Now, granted there are studies underway which will determine 
more precisely who the beneficiaries of the Federal highway program 
are, in the meantime the Congress itself has selected the gasoline tax 
as the one in the first place. 

Senator Gore. Because Congress levied some tax on gasoline, 
I wouldn’t think that could be used as an argument that it should 
be increased ad infinitum. 

Mr. Stans. No; and I would agree that there is a limit of course. 
This was a considered judgment in the executive branch after a great 
deal of study on the problem, and it was recommended as being 
the most practical and the most equitable solution to the financial 
difficulty we are in. 

Senator Lone. May I interrupt at that point? 

Senator Gore. Yes, sure. 
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| Senator Lona. Mr. Stans, this is a matter which | wanted to make 
Inference to before you came here. It has always been my position, 
wen when we set up this highway program, that the excise tax on 
yew automobiles and also on automobile parts should be considered 
lin the same sense as a gasoline tax, an excise tax on highway users. 
That was not the prevailing view of the Congress. 1 voted against 
lithe whole program, because I felt it was unsound to look upon only 
ithe tax on gasoline as being a tax on highway users when I thought 
‘these others fell into the same category. 

Can you see some logic to that position, that those are also excise 

taxes on highway users? 

| Mr. Stans. I have not honestly been able to see logic in that 
i position, particulaaly from the standpoint of this program, and I will 
ill you why. ‘The tax on automobiles existed as one of the excise 
taxes with which we finance the Government before the highway pro- 
jgam came into being. We have a total collection from excise taxes 
fof something like 8 or 9 billion dollars a year that are a necessary 
part in carrying on all the things the Government does. ; 

Senator Gore. I would like to break in there just to say that at 
the same time we were doing this, which you have described, the 
primary, the secondary, and the urban highways were financed out of 
the general fund. 

So if we are going to go back, we need to go back both ways. 

Mr. Stans. Yes, we would, but at the time the highway fund was 
created, there were some existing general fund taxes that were trans- 
ferred to the highway fund. The highway fund was not financed 
entirely by new taxes, only a portion of it. 

Now the problem, Senator, is simply one of the revenues that the 
country needs to carry on its activities. The same logic that would 
argue that the automobile excise tax should be transferred to the 
benefit of automobile users would also be applicable to transferring 
the tax on electric appliances to the benefit of those users or the tax 
on tobacco or liquor. 

Senator Lona. Here is the point I had in mind, Mr. Stans. At the 
time we set all this up and voted an additional tax on gasoline, I voted 
against the additional tax on gasoline and I voted against the con- 
ference report when that tax was added on to that at the time it came 
over from the House, because it seemed to me that we had certain 
laxes that we had regarded as temporary taxes to begin with at the 
time that they were enacted, taxes which were to be taken off at the 
frst opportunity, and it seemed to me as though it would be fair, 
particularly in view of the fact that in years just immediately preced- 
ng we had taken off about $9 billion in taxes, to just transfer these 
laxes which had been regarded as temporary in some respects, in 
addition to some of the other taxes we were putting into the fund, if 
that were the case we wouldn’t have had to put the first 1 penny 
of additional tax on gasoline. 

Of course, even then the amount in the fund would greatly exceed 
the amount that was used for highways, and there could be some 
reduction of some of these excise taxes, particularly on automobiles, 
which most people seem to feel we should deal with first. 

Now if we adjust it that way, we would have plenty of money to 
bok after all of our highways. Now when you are looking upon this 
thing as just a matter of saying that the Government is short on 


SA eta 
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revenue, I personally would prefer to give you revenue in some othe 
connections or on some other tax bills, which I am not proposing here 
but I will propose later on. 

There are other ways I would propose to vote for the Governmen 
to get additional revenues in preference to this gasoline tax, [ wag 
just asking you if you could recognize that a tax on new automobiles 
is just as much a tax on a highway user as a tax on a tire or a tax 9p 
lubricating oil or a tax on gasoline. 

If a man is not using the highways he is not going to have th 
automobile. That is the only purpose he could buy it for, 

Mr. Stans. As I say we have a great many excise taxes and the 
minute we start to earmark the use of those taxes for specific Purposes, 
we will be using the cost-meeting tax for some purpose or other, and 
the same logic applies. 

Senator Lone. But the point is that you suggested to us that this 
program should be taxed, should be financed by excise taxes on the 
user of the service. 

It doesn’t seem to me as though you can have it both ways. Ifyou 
want to finance it with an excise tax on the user of the services jt 
makes just as much sense to take some excise tax that we already have 
and apply the revenue from that to the service, as it would to levy 
an additional excise tax on the same user of the service. 

At least that’s how it seems to me. 

Senator Gore. I agree with your statement that earmarking i 
illogical. It is without rhyme or reason. But it was the recommen 
dation of the Administration, the former Secretary of the Treasury 
Mr. Humphrey, that this fund was created and certain revenue ear- 
marked for that purpose. I agree with you that it is senseless, but 
in any event the administration recommended it. Now I notice you 
say in your testimony that: 

Here is an area in which I believe you can reasonably well isolate the benefits 
that come from the highway program to the people who use the highways. 

Do you seriously maintain that? 

Mr. Stans. I made the analogy before the House committee of 
the postal service. I think there is a reasonable parallel here. The 
people who use the postal service do so at their request and they should 
pay the costs of it. 

Senator Gorr. You are aware that then President Eisenhower 
recommended this and General Clay recommended this program # 
being necessary for national defense. 

Mr. Stans. All I can do is plead the fact that I have no familiarity 
with the events at that time. 

Senator Gore. Do you think now that the tire industry benefits 
from development of improved highways? 

Mr. Stans. The tire industry? 

Senator Gorr. Yes; Goodyear, Firestone. 

Mr. Stans. I am sure the users of tires benefit from improved 
highways. 

Senator Gore. If better highways bring more travel, more ¢0t 
sumption of tires, don’t you think that would make Goodyear and 
Firestone bigger and better? 

Mr. Srans. I suppose that factor would tend that way. I dont 
want to be facetious but I suppose good highways make tires last 
longer, too. 
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Senator Gore. It may increase the speeds and they may not last 
site so long, if we get into that. How do you relate the benefits 
sich Goodyear and Firestone would derive from highway improve- 
st to a tax on gasoline. It is a little farfetched; isn’t it? 

Mr.Srans. I’m not sure how I can answer that, Senator. 

Senator Gore. It is a little farfetched. Now, let’s take General 
Motors. Do you think that the automobile industry will benefit by 
ie completion of this highway program, both interstate, primary, 
ondary, and urban. 
| Mr. Srans. Over the long run I am sure that the industry would 
oenefit. 
| Senator Gore. Then how do you relate that benefit to them to an 
ierease in the tax which every man who buys a gallon of gasoline 
- pay? 

Mr. Stans. Senator, that is a study which the Department of Com- 
inerce has underway. 

Senator Gore. But you preempted the study. You said this is 

jquitable. You have just said here on page 172: 
| Here is an area in which I believe you can reasonably well isolate the benefits 
list come from the highway program to the people who use the highways. 
| Ihave asked you to isolate the benefits to General Motors, to Ford, 
Chrysler, to Firestone, to Goodyear, to the oil industry itself. Your 
ggument just doesn’t stand up. 
Mr. Stans. Senator, I think you can find indirect benefits to the 
gnomy in a great many ways in this program. 
| Senator Gore. So do I. 
} Mr. Stans. But I think it is provable by experience that the high- 
my user, the individual who uses the highways regularly, is a very 
geat beneficiary and has much lower costs by reason of using the high- 
ny of the type that we are building in this system. That is why 
mucking companies and others use toll roads, because they are still 
nore economical than the other ways that are available to them. 

I don’t think it is too debatable that the user of a car benefits very 
geatly from the use of a highway, a superhighway system. 

Senator Gor. So does the manufacturer of the car? 
| Mr. Stans. That doesn’t make it inequitable to charge the tax to 
de man who uses the highway, and that is what I said was my 
jidgment. 

Senator Gore. I think it is inequitable when you expect the people 
tho must earn their living by using the highways to pay then on the 
ame basis without any respect whatsoever to ability to pay, particu- 
aly on an essential commodity that already, in some States, bears a 
IM percent tax. So far as I know, the only luxury items are liquor 
jud tobacco that have such a tax as gasoline already bears. This is 
unfair, 

ltis highly inequitable. Yet you describe it as equitable and say 
ju can reasonably isolate the benefits to the users of the highways. 

[reject that. But even though that be true, and even though we 
keept that philosophy, the highway user is already paying $1,600 
uuion in excess of the amount this year that is being used on highways. 

en how would you justify that. 

Mr. Stans. He is paying it as a taxpayer. That is part of our 
ation system. So are the users of a great many other taxed 
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products. Now, if this gets into the question of the equity of th 
whole tax system, I think very well we might all have a grea : 
ideas on that. - 

Senator Gore. I didn’t raise it. You are the man who szid this 
was equitable. 

Mr. Srans. I said in my opinion 

Senator Gore. You introduced the subject. 

Mr. Stans. I| said in my opinion it was equitable, and unfortun 
the Senator disagrees with me. 

Senator Gore. | think it is highly inequitable. 

Senator Lona. Here is a question I wanted to ask along that line, 
While | have been on this committee this has been in line with the 
administration’s recommendation, we have voted to reduce taxes on 
a great number of things, and I voted for a considerable number of 
those, and I am not here to criticize the administration for makine 
recommendations for tax reductions where it believes that they can 
be justified and supported. 2 

But I-will try to pick out two. As I did vote—I am one of those 
Senators who voted for this dividend credit of 4 percent when it came 
through. I don’t see how I can justify a vote on the one hand to 
reduce taxes on those who draw dividends and then turn around on 
the other hand and vote to raise the tax on gasoline, because it would 
seem to me that by doing that, if you just compare those two, one of 
them is a case of reducing in the main taxation on persons better able 
to pay and getting that money back a few vears later bv raising taxes, 
which in many instances fall on people who are not nearly so well able 
to pay. 

‘he thought just occurs to me that if the highway users should pay 
excise taxes sufficient to pay for all the highways, we ought to takea 
look and see what they are paying. They are already paying far in 
excess of the amount of excise taxes required to finance the highways, 
that we should not increase the tax burden on the highway users any 
further, that is so far as the excise tax program. 

[ am not trying to argue with you but that is just my view then and 
I bope you recognize that there is some equity on the part of these 
users who are paying far more than it takes to finance the highways 
when we have seen other taxes reduced. 

We have to come back and increase taxes on them. 

Mr. Stans. Senator, all I can say is that I assume Congress con- 
sidered all these matters when it imposed the original excise tax on the 
sale of an automobile for general revenue. That became part of the 
revenue-raising system of the country, along with taxes on electrical 
devices and beauty products and luggage and a great many other 
things. 

Senator Lona. Of course that was done at a time when the highway 
program was financed out of general revenue. 

I believe that was also done in wartime, wasn’t it? Wasn’t that 
part of the wartime taxes? We were going to have to put on some 
excise taxes in time of war and we hoped we would be able to take 
them off after the war was over. 

Mr. Srans. I understand it was increased during the Korean war, 
I don’t know when the tax was originally imposed. 

Senator Lona. Didn’t it go on during World War II? 

Mr. Srans. I think it did, sir. 
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| The information I have in the table before me, sir——- 

| senator LONG. My understanding is it started in 1932. It was 
‘yavily increased in World War II and at the time of the Korean war. 
ror to that it was not earmarked. Then you came along and said 
‘at was earmarked money, earmarked certain highway user taxes to 
Ynance the highways. It seems to me if you say “earmark certain 
vighway user taxes” it seems to be just as well to earmark certain 
vther highway user taxes to go to highways. 

If balancing the budget, which is your problem, we could meet this 
sgoblem by raising one tax just as well as another. That is my point. 
“Mr. Stans. I agree I am very seriously worried about balancing 
the budget. 

Senator Gore. Mr. Stans, you have told us today that the budget 
his year in all probability is going to be unbalanced. 

Mr. Stans. I am afraid that is the case. 

Senator Gore. Whether the budget is balanced or unbalanced, 
the highway programs which we are paying for around the world will 
wntinue under your policy, but our own program comes to a dead stop 
less we impose upon every man who buys a gallon of gasoline an 
idditional tax. 

Js that a correct statement? 

Mr. Stans. Or unless we find some other way of financing this sys- 
em. 

Senator Gorn. Well, I intend to find some other way. I intend to 
ave the Senate a couple of choices, and I will be glad to comment on 
that in just a moment, but meanwhile I would like to read to you and 
io the chairman of the committee, I am sure he will enjoy it, a proud 
smnouncement that the Government made on July 7. This appears in 
the New York Times. It announced a great accomplishment: 

The United States announced today that it was willing to give Burma and 
Burma was willing to receive - 

Senator Lone. Burma has made a concession. They are the ones 
vho refused to take it for a while. They are the ones who gave in. 

Senator Gores. I read this to the very estimable Senator Russell 
of Georgia, and he said: 

So Burma was willing to receive up to $37 million of economic assistance in 
the next 4 years. This meant Burma had reversed her six long refusals. to accept 
tid as a gift from the United States. She asked the United States to suspend all 
tid in 1953. 

I will not read it all. This $37 million is for a higbway in Burma, 
ind as the chairman has just said, these will go on around the world, 
be the budget balanced or unbalanced, but ovr own highway program 
Bgoing to stop dead still on October 1, unless we can extract another 
lax from every man who buys a gallon of gasoline. Now would you 
dassify that as equitable? 

Mr. Stans. Senator, you are asking me to debate with you on the 
validity and reasonableness and propriety of our whole mutual 
eeurity program. 

Senator Gore. Oh, no, lam not. I have supported your program. 
lam not asking you, I am not raising the question of whether this is 
iwise expenditure. The question I am raising is that you are making 
astepchild of our own defense highway program. 

You are putting our own highway program secondary to highway 
programs around the world. 
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Just let me list some of them. Mr. 
Under mutual security included in the present fiscal year there gy, | 5¢® 
obligations of $192 million for highway construction in other countries ) statin 
Under the Development Loan Fund, commitments have already Mr 
been made of $220 million for transportation and communication and | Presic 
they have under active consideration at this moment $350 million ) bat I 
more, more than the 1 cent gasoline would raise for the remainder | | 


of this fiscal year. No 
The World Bank has loaned $325 million for highways, hy | co 
Export-Import Bank, $241 million. your 


Maybe we ought to make Senator Byrd’s highway trust fun Th 
eligible for a loan from one of these agencies. What would be the that 
reaction of the administration on that? rod 

Mr. Srans. Senator, I think we are confusing two different things, TI 

Senator Gore. No; we are not’confusing them. I am comparing 4-pe 
them. , $335 

Mr. Srans. I would like to say this: Certainly no one here from th |. »' 
administration, and no one in this room would believe that we shoul hole 
not go ahead with our highway program. The problem is how an M 


we going to pay for it. am 
Senator Gore. Then how are we going to pay for these other? | *Y 
How are we going to pay for this road in Burma? of ¢ 
Mr. Stans. That is part of our budget problem as well. be ¢ 


Senator Gore. But you are going to let it continue, but you ar sho 
going to stop our own highway program dead still October 1, l 
Mr. Stans. Senator, we have a law that says it shall stop dead. til the 


October 1 unless something is done about it. . 
Senator Gorr. And what do you propose to do about it? | sho 
Mr. Stans. We propose to increase the revenues in the fund, ) 


Senator Gore. Increase the gas tax? 

Mr. Srans. That is right. 

Senator Gore. Well, now, I propose a substitute. I would like to 
have your comment. I propose either one of two; I would be satisfied 
with either: 

One, I propose to save 1 percent of all the appropriations except th 
those statutory requirements that the Congress makes to the general 
fund in the first session of this Congress, and transfer such an amount diy 
to the highway trust fund. | 

Now, what would be the choice of the administration, to save 
enough from other expenditures to continue our own highway program 
without additional Federal sales taxes on gasoline, or would it prefer th 
to spend the money, all the money appropriated on the other pro- | * 

rams, and then levy an additional Federal sales tax on gasoline? ' 
Vhich would be your choice? 

Mr. Srans. Senator, I would like to answer it in this way: If the 5 
Congress has any way in which it can save money without injuring 
the programs of the Federal Government, I would like to see it saved. | ™ 

I think that is not inconsistent at all with levying an additional 1- 
cent gasoline tax to continue the highway fund on a self-supporting 
basis. 

The administration, I am sure, would not support the idea of re 
ducing other expenditures and applying an equivalent amount of 
revenues into the highway fund. 

Senator Gore. Then you would oppose that? 
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Mr. Stans. I believe we would. 
Senator Gore. And you are speaking for the President in so 


re ? , wre 
| Mr. Stans. I have not had an opportun'ty to discuss this with the 
President because it came to my attention after he left the country, 


but 1 am qutie certain that that would be his point of view. 

Senator Gore. I shall not question that. 

Now, in case the Senate or the committee does not accede to this 
| choice, I shall then offer another about which I will be glad to have 
your comment. 

“ The Treasury testified this morning, or maybe it was Mr. Tallamy, 
that the 1-cent gasoline tax for the remainder of the fiscal year would 
produce revenue in the sum of $333 million. 

The Treasury Department has informed me that a repeal of the 
| 4percent dividend credit would produce revenue in the sum of 
| $335 million. 
| Now, which would the administration prefer, a closing of this loop- 
| hole or the levying of an additional tax on every gallon of gasoline? 

Mr. Stans. I think the Secretary of the Treasury could give you 
amuch better answer on that than I could, but in his absence, I will 
say that I think the administration believes that any consideration 
of changing the dividend credit or any other tax changes ought to 
be considered as part of the general study of our tax structure, and 
should not be brought into consideration of this problem. 

Under those circumstanes, we would favor the 1-cent increase in 
the gasoline tax. 

Senator Gore. You don’t think that an additional tax on gasoline 
should be a part of that study, either? 

Mr. Stans. It will be a part of the Commerce Department’s study. 

Senator Gore. But you propose to levy it now and study it later? 

Mr. Stans. Yes; we do. 

Senator Gore. Now. suppose we repeal the dividend credit and 
study it later? 

Mr. Stans. May I point out that the House has already voted for 
the l-cent gasoline tax. 

Senator Gore. And the Senate has already voted to repeal the 
dividend credit, and they shall have a chance to do so again. 

Senator McCartuy. Will the Senator yield to me? 

Senator Gorn. Yes. 

Senator McCarruy. I note from the testimony of the Director of 
the Budget that whereas he talks in the last paragraph about the 
study to be made in 1961, at the same time on page 4 he recommends 
that the 1.5-cent tax be extended for 5 years. 

Mr. Srans. Yes; that is what the administration recommends, 
Senator. 

Senator McCartruy. Why do you recommend 5 years, and then 
co? gy want us to hold up until we can get your report in 1961? 

Mr. Stans. For this reason: It is necessary to have legislation ex- 
tending over about 5 years in order to provide the foreseeable receipts 
im the trust fund over a period of time that is necessary in order to 
make apportionments this year and next year. It just happens that 

¢ mechanics of the law and the formula under the Byrd amendment 
80 requires. 
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Now, the House has proposed to increase the gasoline tax for 2 
years, and to transfer revenues for another 3 years. 

Senator McCarrnuy. The diversion of the excise tax collected on 
automobiles would take care of that problem. This is proposed jp 
the House bill. It extends for at least 5 years. 

Mr. Stans. That is correct, and the administration has said and 
the President has said that he does not believe that the diversion of 
taxes is the way to deal with this problem. 

Senator McCarrtny. You don’t think that that is the answer oye 
the 5-year period, but you think the extension of the gasoline tax 
increase it for 1.5 cents a gallon for a 5-year period is all right, although 
you say you are going to present some kind of a report early in 196] 
dealing with the equitable distribution of the tax burden. 

Mr. Stans. Yes, by 1961 we will have a report with all that analysis, 
and if the law then is inequitable, the Congress undoubtedly will make 
appropriate adjustments. 

Senator McCarrtruy. Could not those recommendations take into 
account the diversion of excise taxes on automobiles just as well as 
they could take into account the 5-year extension of the 1.5-cent 
increase in gasoline taxes? 

Mr. Stans. I can’t anticipate what the recommendations resulting 
from that study will be, Senator. 

Senator McCarrny. Neither can I. 

Mr. Stans. But if I may go back to Senator Gore, | am sure that he 
is interested in further views with respect to his first proposal. 

Senator Gore. I am. 

Mr. Stans. I have not had too miuch time to study it, but we have 
had other efforts in the past directed at reductions of expenditures 
generally. 

To reduce expenditures broadly across the Government produces a 
great many difficulties, a great many problems that are much more 
serious than simply the matter of second-guessing the Appropriations 
Committee. 

The bill itself recognizes the need fer some exceptions, which is 
interest on the debt, veterans compensation, and pensions, There 
are a very great many other expenditures of the Federal Government 
that are fixed by formula, or by demand, we will say, in which a 
l-percent reduction just isn’t feasible. ao 

Senator Gore. Of course, a 1-percent reduction of the appropriation 
bills. 

Mr. Srans. I understand that. 

Senator Gore. And I agree with you that it creates problems. 

Mr. Stans. I might point out a 1l-percent reduction in the appro- 
priation bill for the Commodity Credit Corporation wouldn’t save a 
dollar in the expenditures of the Federal Government because we are 
committed to buy under the price support formulas to the extent that 
these crops are tendered to us. 

Senator Gore. I have contemplated the problem which you discuss, 
and I have conferred with numerous people in Government agencies, 
including the General Accounting Office and the Bureau of the Budget, 
your own agency. 

The General Accounting Office, after several days of study, Just 
today reached its own estimate that my amendment would save 
$540 million, which is a little in excess of what the highway trust fund 
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needs for this fiscal year, and in reaching that estimate, I asked the 
GAO to take into consideration these statutory requirements, these 
ireducible formulas to which you have referred. 

[ recognize that it creates a problem, but this would not be the first 
time that a rescission has been made by the Congress. Obviously it 


creates problems. ‘This gasoline tax creates problems, too. 


I got into a taxicab *he other day to come to the office. The taxi 


| driver, whom I never remember having seen before, for some reason 


| recognized me as the junior Senator from Tennessee, and he pulled 


of to the side of the street and stopped, and turned around and 
thanked me for fighting a further increase in the gasoline tax. He said: 

“T have to make a living with this automobile, not only for myself, 
but for my wife and for three children, and I am already paying 
about $300 a year in taxes on gasoline. Please fight the ‘H’ out of it,” 
he said. 

So both these things create problems. 

Mr. Stans. Senator, I am not discussing this in terms of problems; 
I am trying to discuss it in terms of dimensions. I am sure the 
Senator 1s interested in this. 

Senator Gore. I am. 

Mr. Stans. It is possible that a l-percent reduction in authoriza- 
tions to spend applied to such items as procurement and construction, 
and in some areas of personnel, would reduce appropriations for the 
year, There is no question about it. And it might reduce the ap- 
propriations, conceivably, as much as $400 million or $500 million. 

But, Senator, 1 can’t conceivably find any basis for thinking you 
could reduce the 1960 expenditures by this process, for the simple 
reason again, as we discussed this morning, a great many appro- 
riations for construction and so forth don’t result in expenditures 
lor another year or two or three, and if you reduce the appropriations 
for those items, you don’t save any expenditures then for a year or 
two or three. 

Senator Gore. Of course, I know we have expenditure budget, 
appropriation budget. I am talking of the balance of the budget 
that the President presented. 

Mr. Stans. Then we are talking about expenditures. 

Senator Gore. Then there is also the sdelion of what is a balance 
of the budget. Now, if you give me my preference, I would want 
to regard the construction of a hydroelectric dam or a new Federal 
highway as an investment in the future. I don’t think it can properly 
be treated in the same category as a contribution to Syngman Rhee 
or Gen. Chiang Kai-shek on Taiwan. One is an expenditure from 
which we get no immediate return, tangible return; the other is an 
investment in a facility that will add to the wealth and enjoyment 
and income of the Nation for decades to come. 

_ So if we get into the discussion of what is a wise budget and what 
isa balanced budget, I think we would need to revise our consideration. 

For instance, under your kind of—-well, | won't say your kind— 
under the accepted system of Government bookkeeping the Govern- 
ment has no assets and can make no investment. So I think we would 
open up a great big, not only theoretical but practical, discussion if 
we start discussing the nature of a budget. 

I am trying to save enough money from other appropriations to 
finance our own highway program, and without contributing to the 
unbalancing of your budget. 
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Mr. Stans. Senator, I would like very much at some time to digas 
with you this matter of Federal balance sheet and its assets and Ha. 
bilities, because I am personally interested in seeing something ¢ | 
about that. Fa 

Senator Gore. You have made some fine contributions on that.” 

Mr. Stans. On the subject of the capital budget, on the other hi 
I already have said that I think it would not be practical for this 
country to go that far. But I think we have gone afield, and I wou 
like to say this one thing with respect to your proposal: =) 

If the Congress believes that it is Sossifile to reduce appropri tio1 
1 percent it certain areas, then I would like very much to see 
do it and use it to apply against the general fund deficit that wear 
going to have this year and may have next year. un 

Senator Gore. But by all means you would want another tax on 
gasoline? 2 

Mr. Stans. I think we need it, and I think it is fair and equi : 

Senator Gore. Let me give you one other choice. Would you 
rather stop the highway program or see the dividend credit repe ed? 

Mr. Stans. I would not like to make that choice, because | don 
think it is a necessary one, Senator. I think the administration’ 
proposal with the bill passed by the House solves the problem, 
the question of dividend credit, whether it should be increased Gr 
decreased, should be dealt with in the context of a review of th 
entire tax system of the country. ae 

Senator Gore. Of course, I don’t want to press you if you don't 
wish to express a choice, but you didn’t hesitate to express the view 
that the administration would prefer an additional gasoline tax instem 
of stopping the highway program. You didn’t hesitate to ae 
the view that the administration would oppose a rescission of thé ap 
propriation bill, but when I ask you a choice between highways 
dividend credit, then you do not wish to—do you want to persist 
not wishing to express a choice? 8 

Mr. Stans. My choice is to increase the gasoline tax by 1.5 cents. 

Senator Gorsr. That was not the question. ; 

Mr. Chairman, I will not press it. That is all. 

The CuarrmMan. Any further questions of Mr. Stans? 

(No response.) 

The CuarrMan. Thank you very much, Mr. Stans. 

Senator Lone. Mr. Chairman, are you considering going it 
executive session now? 

The CHatrMan. Yes. 

Senator Lona. I would like to suggest this, it is not unpresediati 
with other committees, that we go ahead and start doing business 
formalize it as soon as we get a quorum in the room, and I would stg 
gest that we proceed along that line and see if we can’t come to some 
conclusion on it. 

The Cuarrman. The committee will go into executive session, 

(Whereupon, at 3:40 p.m., the committee went into executive 
session.) 


x 








